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Budget Slash A Gamble 


THE COST OF RUNNING YOUR GOVERNMENT 
By DWIGHT D. EISENHOWER, President of the United States 
Delivered to the Nation over television and radio, Washington, D. C., May 14, 1957 


SHOULD LIKE to taik some facts with you tonight— 
about what happens to the tax dollars that you send to 
Washington. 

[ am speaking from the Presidential office here in the 
White House. In outward respects, this is quite an ordinary 
room. The furniture, the books, the telephones, even the 
paintings on the wall, are in no sense unusual. 

But in one respect this room is unusual. 

To this office—to the President, whoever he may be, there 
comes every day from all parts of the world a steady flow of 
dispatches, reports and visitors. They tell of the needs, the 
successes and the disappointments of our people in their 
efforts to help achieve peace with justice in the world. They 
tell, too, of the progress and difficulties in building a sturdy, 
prosperous and a just society here at home. 

On the basis of this information, decisions, affecting all of 
us, have to be made every day. Because your President, aside 
from the Vice President, is the only governmental official 
chosen by a vote of all the people, he must make his decisions 
on the basis of what he thinks is best for all the people. He 
cannot consider only a district, a state or a region in develop- 
ing solutions to problems. He must always use the yardstick 
of the national interest. 

It is from this over-all viewpoint that I want to talk with 
you tonight about the cost of running your Government. 

The budget now before Congress is huge; even though it 
represents a sharply smaller part of our national production 
than the first budget I submitted to the Congress four years 
ago. Since then we have sought unceasingly to make the 
taxpayer's dollar go further. 

We have, for example, cut the Government payroll by 
nearly 250,000 positions. 

Taxes were cut in 1954 with savings so far of some $24, 
000,000,000 to the American taxpayer. 

The proposed budget is balanced—the third in a row. 


The budget now under discussion represents carefully 
studied estimates of the cost of all the things the Government 
is required by law to do or by what we believe to be necessary. 

All of these things I have discussed with you many times 
before. Indeed most of these national programs have been 
on the books for some years. There are no surprise proposals 
in this budget. It was made up under my personai direction 
by men and women who believe deeply in economy and effici- 
ency in government. In the process some 13 billion dollars in 
departmental requests were eliminated. 

Now when a budget is sent to Congress it contains estimates 
of costs reaching eighteen months into the future. So, as I 
have so frequently pointed out, these estimates cannot be 
exact to the very last dollar. That is why they are kept under 
constant examination in all Executive departments—both 
before and after the budget goes to the Congress. 

Many of these estimates are based upon formulas in laws 
passed by the Congress. They are as accurate as can be made 
based upon our experience in administering those laws. So, 
if the Congress should cut the estimates in this budget for 
things that are fixed by law, like veterans’ compensation and 
pensions, it should be clear that such cuts would not save 
money, because the actual costs, whatever they turn out to 
be must, by law, be paid. 

I have often been asked how big our Federal budget ought 
to be. Now that question calls to mind a story about Abraham 
Lincoln. One day a man looking at him said: “Mr. Lincoln, 
how long should a man’s legs be?” Well, he looked down at 
his rather long lanky legs and said, “Well, they ought to be 
long enough to reach the ground.” 

Now that’s not a very exact formula, but it has its point 
in this question: A budget, too, ought to reach the ground. 
The ground, in this case, is the essential national interest— 
and no more. That is the purpose of this budget. 

No great reductions in it are possible unless Congress 
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DWIGHT D. EISENHOWER 


eliminates or curtails existing Federal programs, or unless 
all of us demand less service from the Government, or unless 
we are willing to gamble with the safety of our country. 


COST OF SECURITY 


In this troubled world, our foremost national need is, of 
course, Our own security. The over-all cost is great, indeed— 
over 45 billion dollars in the budget now before the Congress. 
This is mainly what makes the budget so large—the costs 
of our present security and our quest for a just and lasting 
peace. There is no cut-rate price for security. 

But before considering this heavy expenditure, let us look 
at the smaller, non-security costs we also have to pay. In- 
cluding certain new activities important to America, this 26 
billion dollar part of the budget meets the costs fixed by law, 
the routine jobs of government, and the domestic programs 
of service which our people have decided through the 
Congress to adopt. 

MANDATORY COSTS 

In this 35 per cent part of the budget, there are, first, the 
compulsory expenditures. We must pay the more than $7,000,- 
000,000 interest on the national debt, incurred largely to meet 
the costs of previous wars. Ours is not like the Soviet Govern- 
ment which recently told its people that it would no longer 
pay the interest on its Government savings bonds. 

Other programs are established by law, and the bulk of 
the expenditures under those laws is mandatory. 

The largest among them provides 5 billion dollars for 
veterans’ pensions, compensation, education, medical care, 
and other benefits. 

Another large item of about 5 billion dollars is for agricul- 
tural programs: for price supports, the soil bank, land con- 
servation, rural electrification, and other services of benefit to 
farmers. 

The costs of these two great programs have tended to 
grow rather than to shrink over recent years. 


OTHER COSTS 


In addition, about 3 billion dollars is provided, as grants 
and loans to the states, to share the costs of such activities 
as administering unemployment compensation and the em- 
ployment service. This sum assists the states in helping needy 
aged, the blind, the totally disabled and dependent children; 
promoting public health, sanitation and the control of disease, 
as well as speeding slum clearance and urban renewal—an 
item which a committee of mayors recently urged me to sup- 
port vigorously. 

All these are programs long ago enacted by the Congress. 

This part of the budget also provides funds for a new 
project which I have urged for two years to help overcome 
the acute shortage of schoolrooms in our country. The plan 
calls for a four-year emergency program of schoolroom con- 
struction at a cost of 325 million dollars a year. 

Now permit me a further word about this item. I deeply 
believe, as I am sure you do, that education is clearly a 
responsibility of state and local governments—and should 
remain so. But another truth is just as clear: during the 
depression, World War II and the Korean conflict, our states 
and localities did not have the means and the opportunity to 
build enough classrooms to keep up with the increasing 
number of youngsters. This means that we need an emergency 
program to help states and localities build the schools our 
children must have. We must not continue to penalize our 
children and thereby the future of the nation. 

We limit this aid to building; thus it will not result in 
Federal control of education. It is limited in scope to make 
sure that Federal help will go where it is needed most. Limited 
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in time, it guarantees that Federal help will be temporary. 

Now I have heard people say, and I’m sure that you have, 
that no Federal program can be temporary—that any activity 
begun in Washington will go on forever. 

I reject that kind of talk. 

I believe that Americans are responsible enough to do 
exactly what they wanr to do and then stop. 

I support this program wholeheartedly because it is a 
get-in-and-get-out emergency plan solely to overcome a schoo! 
room deficit created by depression and wars. 

Now, after meeting the costs of the interest on the national! 
debt, agriculture, veterans and grants-to-the-states, there re 
mains in this nonsecurity part of the budget about 5 billion 
dollars. This pays for everything else our Government expects 
to do next year. 

It includes direct Federal expenditures related to labor 
and welfare—and for things like medical research. It includes 
the cost of conserving and developing our natural resources- 
improving the national parks, buildings dams and reservoirs, 
and protecting fish and wildlife. 

It includes the Weather Bureau, disaster relief, the census, 
and subsidies for civil aviation and our merchant fleet. 

It includes costs of the Congress and the courts, of law 
enforcement, and of tax collection. 

Finally, it includes funds to cover the postal deficit, which 
will be more than half a billion dollars unless the Congress 
raises postal rates, as I have repeatedly urged. If the Congress 
acts, this cost will be borne by the users of the mails, thereby 
relieving the taxpayer of this burden. 

ECONOMY STRESSED 

In executing these programs we constantly stress economy 
and seek to avoid waste and duplication. In this endeavor we 
have had the benefit of the recommendations of two Hoover 
commissions, the great portion of which has already been 
accepted and is in effect, or in the process of being put into 
effect. Moreover, we postpone programs when we can. When 
we find it possible to revise cost estimates, we inform the 
Congress. In my letter of April 18th to the Speaker of the 
House of Representatives, I pointed out that we had been 
able to revise estimates of new spending authority downward 
by a possible 1.8 billion dollars, assuming Congressional co- 
operation. 

While we shall insist on carrying out the Federal Gov 
ernment’s proper role in meeting the needs of our growing 
economy and population, we shall not start any program 
that we do not believe necessary. We are determined to search 
Out ways to save money and manpower so that Government 
does not further add to the inflationary pressures on the 
economy. 

If our people join us in this determination, we can look 
forward to sufficient excess of income over expenses to justify 
future tax reductions as we continue paying down on the 
public debt. 

In all this we need the cooperation of the Congress and 
we need the help and understanding of every one of you 
Almost every proposal for Government aid or service has a 
number of citizens organized behind it. Usually each group 
wants the Government to spend for its pet project, but to 
economize everywhere else. This is a good time to examine 
again the demands that each of us, our communities and our 
states, make upon the Federal Government. It is a time to 
limit those demands to what is necessary—and no more. 


DEFENSE COSTS 
Turn with me now to the largest item in the budget—the 
defense of our country. There is where most of vour tax 
dollars go. 
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As we survey the world in which we, live, the first great 
concern of all of us is to make sure of the defense to 
homes, our country and our way of life. The Communists have 
again and again announced their purpose of promoting revolu- 
tion and of communizing the world by whatever means. It is 
important, and surely prudent, for us to understand the mili- 
tary strength the Communists maintain to help them achieve 
their purposes. 

Now what is that strength today? 

Without counting the Chinese Communists, the Soviet have 
the world’s largest army. They have many times the number 
of submarines that Germany had when World War II began. 
They have atomic weapons and rockets and missiles. They 
have a large and growing air strength. They are competent in 
military technology and research. And all this is directed by a 
despotism which is fully capable of the supreme folly—that 
of unleashing these powerful forces if it should ever believe 
that it could—without destroying itselfi—succeed in destroying 
the free world. 

One important purpose of our military arrangements is 
to convince others that if they start a general conflict they 
cannot escape their own destruction. 

As I have said, the national defense item is by far the 
largest in our budget, but let us see just how large it is. 
The estimate just for our own military forces and our atomic 
development, together with a small amount for stockpiling 
critical and strategic materials, is almost 41 billion dollars. 
This does not, by any means, equal the full amount first 
recommended by our uniformed services. They wanted some 
10 billion dollars more. 


But I earnestly believe that this defense budget represents, 
in today’s world, the proper dividing line between national 
danger on the one hand and excessive expenditure on the 


other. If it is materially cut, I believe the country would be 
taking a needless gamble. For myself, I have seen unwise 
military cuts before. I have more than once seen their terrible 
consequences. I am determined to do all I can to see that we 
do not follow that foolhardy road again. 


Goop DEFENSE Not CHEAP 


Even after World War II had illustrated again the danger 
of unpreparedness our armed forces became so starved and 
depleted that by 1950 we had to withdraw our military 
strength from South Korea. That area was then declared to be 
outside our defense perimeter. The tragic results of that 
woeful weakness are too close to us to need recounting now 
to the families of America. But I say to you that I shall never 
agree to any program of false economy that would permit 
us to incur again that kind of risk to our country and to the 
lives of our citizens. 

Good defense is not cheap defense. 

The B-36 bomber, even though built after World War II, 
is already outmoded. Each one cost us about $3,500,000. 
Today's B-52 jet bombers cost $8,000,000 each. 

Seven years ago, a fighter plane cost $300,000. Today, one 
costs $1,500,000. 

A submarine now costs twice as much as it did seven years 
ago 
Aromic energy costs four times as much as it did in 1950. 
Daily, munitions grow more complex, more powerful and 
more costly. 

Ir is clear that unless we make some progress in our 
persistent efforts to secure an effective agreement to limit 
urmaments, defense costs will tend to go up year by year, if 
we are to keep Communist forces from outstripping us. 

Consequently, though our first responsibility is to maintain 
defense adequate to keep the nation secure, we do not want, 
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because of this cost, more military force than is necessary. 

Judgments on the defense budget must reflect the stern 
fact that real military power can rest only on a sound economy. 
Only with a strong and thriving economy can we have the 
strength to protect our freedom. But since we maintain mili- 
tary forces as a matter of self-preservation, we must not 
recklessly reduce their power. 

This dilemma presents hard decisions. But they are decisions 
that must be made by the President, as he presents his recom- 
mendations to the Congress. To this kind of problem I have 
devoted most of my life. I repeat my earnest belief that the 
estimate in the budget for our military forces, atomic energy 
and stockpiling—amounting to about 41 billion dollars— 
represents a defense program which is as nearly accurate, in 
present circumstances, as is humanly possible to make it. 


MUTUAL SECURITY PROGRAM 


To this defense total should properly be added—and will 
so be in the future—that part of our Mutual Security program 
which supplies arms and defense support to friendly countries 
in order to strengthen the military power of the free world. 
Expenditures for this purpose will amount next year to some- 
thing over 3 billion dollars. 

The costs in many of these friendly countries are low 
compared to ours, so this type of aid, even though moderate 
in amount, supplements their own efforts very effectively. 
This aid helps arm and maintain overseas: 

Some five times as many active ground forces as the United 
States possesses; 

About twice as many naval combat ships; 

And about an equal number of planes. 

This aid is also a key factor in maintaining many of our 
vital military, naval and air bases abroad. 

Without the military strength that this aid helps sustain 
overseas, we should have to add many more billions to our 
own defense spending, and have less security for our total 
effort. 

Defense expenditures, for our own forces and our military 
assistance overseas, together with the domestic expenditures 
I have discussed, account for almost all—in fact 98 per cent— 
of the budget. 

WAGING PEACE 

As we look at the whole range of the budget, there is 
only one hope of making the really great savings that we all 
want so much. That hope is to achieve an effective disarma- 
ment agreement with an easing of world tensions, so that 
the enormous sums we have to spend for our defense can be 
drastically reduced. 

The savings we can hope to make in domestic programs 
are, at best, small by comparison. Of course, we could save 
material amounts if, by law, we abandoned or drastically cut 
back some of the larger programs. But in a world knowing 
real peace, we could save at least ten times as much in defense 
spending. 

It is to hasten that day, as well as to enhance our security 
now, that the budget provides a moderate sum for waging 
peace. 

This is a mission that military formations cannot, of them- 
selves, accomplish. The entire free world military force merely 
puts a policeman on the corner to keep the robber out of our 
house and out of our neighborhood. It preserves from destruc- 
tion what we already have. 

But our Communist antagonists are resourceful and cun- 
ning. Their aggression is not limited to the use of force or 
the threat of its use. They are doing their best to take ad- 
vantage of poverty and need in the developing nations, and 
so turn them against the free world. Success would enable 
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EUGENE W. CASTLE 


them to win their long-sought goal of Communist encircle- 
ment of our country. 

To meet the total threat, we first of all—as I have pointed 
out—must sustain our defense preparations. 

But we must do more. 

We must wage peace aggressively through diplomatic 
efforts, through the economic and technical assistance part 
of the Mutual Security program, and through world-wide 
information activities to help bind the free world more firmly 
together. These efforts will cost about one billion dollars next 
year. 

We wage peace on the diplomatic front through the efforts 
of the State Department to establish close ties with every 
other nation that values its independence and that recognizes 
the dignity of man. 

We wage peace through the efforts of the United States 
Information Service to counteract the false propaganda spread 
by the Communists. We tell the truth about freedom and the 
rights of man and seek to win adherents to these concepts. 

We wage peace through the Mutual Security program in 
another way. We help some nations in developing their own 
economies, so their people can be stronger partners in the 
defense of the free world against Communism. 

Economic development is, of course, not a product for 
export from the United States or anywhere else. It is a home- 
spun product, the product of a people’s own work. Our op- 
portunity is simply this: to help the peoples of these develop- 
ing lands to help themselves. This we can do through sound 
technical assistance and, where necessary and unavailable from 
other sources, through loans and, at times, other kinds of 
financial aid. Within prudent limits, this practice is in their 
and our best interests. 

On this subject I hope to talk with you again next week, 
but I assure you now that this billion dollar item is one of the 
most important to all of us in the entire budget. 

I know that in these efforts to wage peace, all does not 
always go well. Weaknesses there are bound to be—troubles 
and disappointments as well. 

But I never ordered a cease-fire in a battle because some 
of the ammunition misfired or went bad, or some commander, 
including myself, may have made a mistake. 


Let’s Give America 
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We must always do better, but we must never stop in our 
battle for peace. We must keep everlastingly at this jiob— 
today the most important job in this entire world. 


PRICE OF PEACE IS HIGH 


Our defense expenditures are to assure us the opportunity 
to wage peace; our expenditures for diplomatic work, eco- 
nomic and technical assistance and information services give 
us the means to wage peace. Together they cost 45 billion 
dollars—all but about a billion dollars of this for defense. 

The rising costs of defense items account for more than 
80 per cent of the increase in next year’s budget. These facts 
simply reflect the kind of world in which we are living. 

The plain truth is that the price of peace is high. 

That explains why taxes are high and why their further 
reduction has been delayed. It explains also why really big 
cuts in Government spending depend on success in our 
efforts to wage peace. 

The sacrifices demanded of each of us are great; but they 
are sacrifices of dollars for a peaceful world, not the sacrifice 
of our sons, our families, our homes and our cities to our own 
shortsightedness. 

I believe that you are more secure in your homes tonight 
because of the effort and money our nation has put into these 
defense and related security programs. It is almost four years 
since an American fighting man has been killed in battle 
anywhere. Crises, great and small, we have had and will 
continue to have. Despite them, there has been an over-all 
improvement in the prospects for keeping an honorable peace 

But I must say this to you: I can see no immediate relaxa- 
tion of international tensions to provide the basis now for 
substantial reductions in these programs for preserving and 
waging peace. In fact, the gains we have already made impel 
us to press forward with no let-up. 

If we do press forward—if we courageously bear these 
burdens of waging peace—I have every hope that in God's 
good time success will crown our efforts. Then we shall know 
an easier and a better peace whose fruits will include a lighten- 
ing of the spiritual and the material burdens we now must 
bear in order to gain it. 


Back to Americans 


INFLATION AS DANGEROUS AS THE ATOM BOMB 
By EUGENE W. CASTLE, Newsman and Author of “The Great Giveaway” 


Delivered before the Advertising Club of San Francisco, California, April 17, 1957 


ODAY INFLATION is as great a danger to us all as 

is the atom bomb in the hands of the enemy. 

Tragically, the principal forces feeding the fires of 
inflation are in the White House at Washington. It becomes 
an idle gesture to ask restraint of business or labor if Govern- 
ment itself will not curb inflation. 

The more our Federal Government spends recklessly and 
needlessly, the softer American money becomes, and the more 
costly and difficult it is for the average American citizen to 
provide for himself and his family. 

The purchasing power of the dollar has decreased 314 
per cent within the past 12 months. The cost of the necessi- 
ties of life is constantly rising. 

The cost of sending a son or daughter to college has 
doubled since 1939, and the value of your dollar has decreased 
50 per cent since that time. 


That is inflation—even if some politicians in Washington 
insist upon calling it prosperity. 

We toss billions to the four winds and talk about bringing 
the full life to tens of millions who, perhaps, want to continue 
living as they have in the past. 

We pian to give more billions to neutralist Nehru’s India, 
while our own American Indians vainly seek a few million 
dollars to obtain the necessities of life in the land of their 
ancestors. 

The hour is late and dangerous. 

Unless the mass of our citizenry insists right now that the 
giving away of our dwindling resources be promptly stopped, 
we may soon arrive at the tragic state of not being able to 
help ourselves, or anyone else in the world. 

Between World War I and II, I saw the flames of inflation 
consume millions of helpless people in France, Germany, 
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ind Italy. 1 saw this happen before the dictators marched 
and drove their already ruined people to death and destruction. 

Fortunately, many millions of Americans have recently 
been shocked and rocked into a great awakening. The exorbi- 

ant and highly inflationary budget of $71.8 billion has 
stirred the American people like an approaching prairie fire— 
stirred them to angry protest in such a tremendous nationwide 
uprising that many politicians at all levels of the Washington 
totem pole are still trying to recover from the shock. 

Some Members of the House of Representatives responded 
o the mandate of the people by effecting substantial cuts in 
the Federal budget. However, the battle of the budget is still 
far from won. There are slick ways of restoring the savings. 
While a minority of our legislators of both political parties, 
patriotically fighting for cuts in the budget, appear to be 
winning their battle, a clique of superspenders in the Senate, 
prodded by the power and influence of the Chief Executive, 
is already at work to invalidate the savings made by the House. 

Only the continuous vigilance of the American people— 
ind their determination to maintain the fight for solvency— 
can stop the stampede of those powerful forces within our 
government who are determined to spend us all into bank- 
ruptcy 

The Marshall plan was originally offered to a skeptical 
Congress as a means of rehabilitating the war-ravaged coun- 
tries of Europe. We were told that $17 billion and 4 years 
would do the job. 

But the Marshall plan has had no parallel, since the world 
began, in the resultant spending of the resources of one nation 
for foreign aid. 

We have sent our dollars marching 60 billion strong over 
the far reaches of the earth in quest of mutual security. The 
prize, like a will-o’-the-wisp, has eluded us. The world is still 
in turmoil and danger. There is no security, mutual or other- 
wise 

What have these dollars brought us? 

They have dammed great rivers far away. They have built 
fine highways for others to travel. They have reared hundreds 
of industrial plants under flags which many of us cannot even 
recognize. They have dispatched thousands of American tech- 
nicians to remote regions of the world. They have poured 
out our resources to distant peoples everywhere. 

Our billions of dollars have delivered jet planes across the 
seas and some of these planes have been diverted to misuse. 
Our dollars have given vast armaments to friendly nations to 
strengthen them against aggression, and some of those arma- 
ments have been misdirected to the invasion of other coun- 
tries. Our budgets have helped sustain the domestic budgets 
of Europe, while our own debt remains higher per capita 
than in any other country in the world. 

Unless I completely misjudge the character and desires of 
the majority of Americans, I think it can be safely said that 
we do not want to dominate the world. We do not want to 
dissipate our lives and fortunes in return for the empty title 
of world leadership that is apparently so pleasing to some 
Washington policymakers. 

[he minority who gain personal glory and temporary profit 
from repeatedly reciting the world leadership theme forget 
that the British Empire once owned the words and music to 
it, and that this empire has, of necessity, dispensed with both 
the trappings and the expense 

The founders of our country came here to establish freedom 
on the American continent—and all the world knows what a 
superb job they did. We know, too, for we have inherited 
this freedom, their wealth and great ideals. World leadership 
is not mentioned in the Constitution of the United States. 

From the year 1792, when the first session of the first Con- 
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gress convened, to 1950, when the current giveaway swung 
into full stride, the Government collected $406 billion in 
taxes. 

From 1950 through 1956, both fiscal years included, the 
Government collected $433 billion in taxes. 

For $406 billion in 158 years we fought and won 6 wars. 

For $433 billion in 7 years we fought 1 war—in Korea 
without victory; and we fought and are still fighting a 
cold war that we have been losing ever since it began. 

When the Federal Government takes a heavy portion of 
the tax revenues of the whole country, as they have been 
doing for a long time, the individual and the locality have 
less with which to provide for their own needs, whether 
schools, hospitals, roads or old-age security. It is a rule as 
certain as it is obvious that as this process of Federal control 
enlarges, the significance and liberty of the citizen must 
proportionately diminish. This is the way it has always 
happened before. 

President Eisenhower has said that high taxes are necessi- 
tated by the quest for peace. It is perhaps a pardonable over- 
simplification for the sake of rhetoric; certainly it will not 
bear much scrutiny. No one knows what is the precise price 
of peace. The price that the administration puts on defense 
in the new budget is $38 billion. The total budget is 71.8 
billion. What has grown tremendously over the past several 
years is not only the cost of the military; it is the cost of new 
or expanded Federal intervention in the individual's life, and 
in largely unnecessary spending abroad. 

The administration is adding to the price of peace a host 
of expensive and extraneous projects. What will happen if the 
price of peace increases? Britain has already cut its defense 
costs by more than three-fourths billion dollars, which means 
that Uncle Sam will probably have to pick up the tab. 

The challenge is before us. If steps are not taken to meet 
it now, some future year may be too late. 

For many, foreign aid has become an Alice in Wonderland 
extravaganza—a nonsense land where men soberly insist that 
if a gift of tens of millions of dollars to an ally or neutralist 
fails to win his friendship, a gift of hundreds of millions will 
succeed. Our leaders and their high-flying ambassadors now 
argue that we can win peace and security, not by exerting 
firm policies and leadership but by giving away our margin 
of superiority to foreign nations in an effort to make them 
as strong as ourselves. From whatever end of the lens we 
look at foreign aid, its strange policies do not come into focus. 

President Eisenhower once realized this when he publicly 
stated: “The United States cannot be an Atlas; it cannot, 
by its financial sacrifices, carry all other nations of the world 
on its shoulders and we should stop giveaway programs.” 

Few of us now remember that before its adjournment in 
July 1955 Congress ordered our giant foreign aid organization, 
the then Foreign Operations Agency, liquidated. Congress 
assumed, in terminating this Agency as a separate unit of the 
Government, that its activities would be greatly reduced and 
eventually ended. With that objective in mind, military aid 
was assigned to the Department of Defense, and future eco- 
nomic aid, under the new title of the International Coopera- 
tion Administration (ICA) was assigned to the Department 
of Scate. 

When the former Taft law partner, John B. Hollister of 
Cincinnati, became the head of the ICA, prevailing Wash- 
ington sentiment was that foreign aid was on the way to full 
and final liquidation. 

In mid-December 1955 it appeared that Congress would be 
asked during the following January for $2.7 billion, the 
amount of the then current appropriation for foreign spend- 
ing and a considerable reduction from the previous year. 
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EUGENE W. CASTLE 


But, only a week later there exploded the announcement 
that Congress would be asked for the astonishing sum of $4.9 
billion for foreign aid plus another billion dollars in ten 
blank checks for the President to spend as and where he 
pleased over a 10-year period. What did this overnight reversal 
mean? 

Ir meant that the White House had decided to set aside 
the will and instructions of the 83rd Congress to reduce 
economic aid drastically in fiscal 1956 and taper off military 
aid in fiscal 1957. It meant that foreign aid was now 
to go on permanently, perhaps forever. What happened? 
That the White House was “afraid of the Soviets” became 
the mew argument and principal propaganda of the day. 
Why were we afraid? At the time, the President ex- 
pressed it this way: “With the Soviet leaders openly pro- 
claiming their world aim, it would be a folly for us and our 
friends to relax our collective efforts toward stability and 
security.” What were we afraid of? 

In the furtherance of their policy of world trouble-making, 
bluff and bluster, two tourists from Moscow, Soviet Premier 
Bulganin and pudgy Communist Party Boss Khrushchev 
staged a noisy and smiling procession for propaganda through 
India, Burma and Afghanistan. Throughout their travels, the 
two men from the Kremlin acted as canny businessmen. They 
adhered strictly to capitalistic methods. They gave nothing 
away. They promised nothing for free. If a prospective buyer 
was a bit hard up for cash they advanced it at a profitable 
interest rate. 

For example, in neutralist India, which had received $1 
billion worth of free goods from the United States and is now 
slated to get that much more, the Russians agreed to furnish 
that country with ore-mining machinery, but only on con- 
dition that India would purchase a million tons of ferrous 
metals. Even the widely heralded gift of a Soviet steel mill 
to their happy and overly gracious host, Nehru, was no 
handout. It is to be repaid to Moscow by 12-year credits at 
24 per cent interest. 

In Burma, the two traveling salesmen from the Kremlin 
bought half of the Burmese rice crop and in return arranged 
to help Burma expand its agriculture and industry, not for 
free, but at an agreed price for goods and services. 

In Afghanistan, the tourist capitalists from Moscow offered 
a $100-million loan to be used for the purchase of goods 
exclusively from the Soviet Union. 

Paradoxically, it was the Soviet which was acting in the 
spirit of capitalism and not we. In the face of this new 
business and financial news our high policymakers in Wash- 
ington panicked. They panicked despite the fact that for the 
1954-56 period Soviet loans to other nations, usually at 2 
per cent or better interest, totaled only 4 per cent of the 
United States outlays in dollar values during the same period. 
During this period the United States gave $12 billion to 
other nations. 

Following a prolonged battle in Congress, duing which 
the Comptroller General made public disclosure of the fact 
that $363 million of previously appropriated military aid 
funds remained unspent and had actually been lost in the 
catacombs of the Pentagon, Congress reduced the White 
House foreign aid request for fiscal 1956 by $1 billion and 
eliminated the President’s 10-year blank-check request for 
another billion. However, foreign aid was back in business 
and with an increase of a billion dollars over the previous 
year. Despite the previously expressed will of the Congress, 
the great giveaway was on again, and perhaps forever. 

What is a billion dollars? 

If you earn $10,000 a year, it would take you 100,000 
years to earn a billion dollars. If you built a house for $20,000 
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a billion dollars could pay for 50,000 houses just like yours. 
In terms of foreign aid we are spending $5 billion annually; 
therefore, the totals are 500,000 years and 250,000 houses. 

But let's get away from these astronomical figures and get 
down to the individual. Here is an example that anyone can 
comprehend: 

An invalid woman who for 20 years has depended upon 
a fixed trust income of $150 per month pays $17.15 a month 
Federal income taxes, compared with only $2 in 1939. 

Therefore her current monthly check has now shriveled 
to $132.85 instead of $148. Moreover, since today’s dollar 
now has only 50 cents of its 1939 purchasing power, her 
current buying power is only $66.42 per month, or almost 
$82 per month less than the $148 net which this invalid 
woman received in 1939. And that is not all, her diminishing 
dollars have lost another 344 per cent in purchasing power 
during the past 12 months. 

This sorry example can be multiplied by millions dependent 
upon fixed incomes throughout America. It is the best reason 
that I can give you why the politicians’ offer to cut the budget 
maybe $2 or $3 billion is not enough to insure a sound and 
safe America. The cut has to be much deeper to accomplish 
this. 

Even without any system of accounting, we now know that 
our foreign-aid spree has included the following: 

We gave $7 billion to Britain that helped bring that country 
the plight of the former Socialist Labor government. 

We poured more than $6 billion into France. 

We gave billions to rebuild a war-torn West Germany in 
the most lavish manner conceivable. 

We gave more than a billion dollars to the shaky govern- 
ment of Indochina before that country capitulated to the Reds. 

We gave the Government of Norway $300 million, which 
they promptly applied to the reduction of their internal debt 

We gave Denmark $100 million, which they used the same 
way. 

We are paying all living expenses and tuition costs for the 
sons of hundreds of wealthy Persians attending American 
universities. 

In the name of foreign aid we are paying for free airplane 
excursions for thousands of Arabs visiting their religious 
shrine at Mecca. 

In Portugal our handouts have paid for a 15-mile 6-lane 
superhighway connecting Lisbon with the gambling resort 
of Estoril. 

American tax dollars have provided dress suits for Grecian 
undertakers, public baths for Egyptian camel drivers, and 
even ice-boxes for Eskimos. 

Also in the name of foreign aid we have shipped stage 
comedies to France, opera singers to Italy, and drama groups 
to Germany. 

We have built an Italian village nobody wanted to live in 
and an Iranian road that leads to nowhere. 

All this, mind you, at the American taxpayer's expense. 

But this is not all. Foreign aid is no longer offered on the 
basis of “What do you need?” Now it is “What will you 
take?” Here are new examples of this: 

Vice President Nixon recently attended ceremonies cele- 
brating the establishment of the new African Gold Coast 
state of Ghana, but the Vice President’s trip did not end with 
this official duty. He toured a number of African countries 
and everywhere indicated that the cash would follow. As a re- 
sult it is estimated that these new customers, once wards of 
Great Britain and France, Portugal, and Belgium will now 
cost the American taxpayers more than $100 million annually 
—not for 1 year but for as long as the American people will 
stand for it, and pay for it. 
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Former Congressman Richards, the same Congressman who 
was responsible for reducing the White House demand for 
foreign aid for the current fiscal year by more than $1 billion, 
is now Ambassador Richards and he is flying around the 
Middle East desperately trying to divest himself of $200 
million in a hurry before June 30 of this year so that he can 
come back and enable our global givers to obtain $400 million 
more for the next two years. And remember, this is on top of 
the handouts already given and still going to the oil-rich desert 
dictators who do so well for themselves, but little if anything 
for their retarded people. King Saud, of Saudi Arabia, did not 
wait for Ambassador Richards to fly to him—the oil-happy 
potentate came to Washington and obtained enough money 
to announce that he will soon build a superhighway connecting 
his summer and winter palaces. While here, he purchased 100 
:old-plated Cadillacs—and, of course, you paid for them. 

Now we are about to change the law so we can give more 
f our resources to Communist Poland. Senators William 
Knowland and Styles Bridges are absolutely right in opposing 
this. Senator Knowland said: “There are some things in life 
that cannot be compromised. Munich and Yalta should have 
taught us this.” 

[his outrageous plan will not curb communism in Poland. 
Instead, the American people will be paying for obligations 
which the Kremlin will be glad to get rid of, and at the same 
time enriching a Soviet slave state. We are still assisting the 
Soviets in the case of Yugoslavia. Now we are adding Poland. 
We might just as well send the checks direct to Moscow. 

The one to top them all is the recent suggestion made 
seriously by Jimmie Roosevelt to the effect that it might be 
1 good idea for us to give up the Panama Canal in order to 
show Egypt's Colonel Nasser what generous people we are. 
Apparently, the Congressman has completely forgotten the 
Monroe Doctrine which we have guarded so zealously for so 
long. Wouldn't it be nice to have some Red commissar telling 
us that he has taken over the internationalized Panama Canal, 
and that it is closed to ships flying the Stars and Stripes? In 
ase of war we would very probably be unable to take our 
ships from the Atlantic to the Pacific. 

Once we forgot to get a road out of Berlin after our Armed 
Forces fought and won the war in Europe. Now, in our mad 
quest for global giving it is seriously suggested that to please 
Nasser, who has no desire to please us, we should surrender 
the Panama Canal—our waterway to the Americas. We built 
it. We own it. Now we should give it away with the billions 
we are squandering all over the world. 

There are several specific reasons why the foreign-aid pro- 
gram as presently carried on is a potential threat to our own 
self-interest. Let us consider eight of these dangers: 

|. It has grown haphazardly without coordinated relation- 
ship to any long-range foreign policy. 

2. It has become a roadblock to the working out of a 
rational foreign policy since every move is first predicated 
upon the giving of money. It deludes many Americans into 
thinking that the answer has been found to our foreign-policy 
dilemma 

3. Our false sense of security is frequently bolstered by the 
self-deceiving pronouncements of the United States Informa- 
tion Agency. This “cave of the winds,” already overbudgeted 
by $85 million, is branded round the globe as a Government- 
subsidized propaganda bureaucracy. Day by day it is casting 
suspicion of Government domination on our private press 
services, the Associated Press, the United Press, and the 
International News Service, with which it is steadily in- 
creasing direct competition overseas. For the first time, a 
Government-kept press has come to America. 

4. Instead of aiding many of the recipient countries, such 
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subsidization immobilizes them. The initiatives and the risks 
which would bring sound and balanced recovery remain 
untried when Uncle Sam is standing by, checkbook in hand, 
anxious and ready to wipe out the red ink of all the other 
nations in the world. Through its mistaken aid policies, our 
Government has probably retarded the return of many free 
nations to normalcy by several years. We have prolonged 
economic dislocation instead of removing it. 

5. Frequently, we are swept beyond the boundaries of our 
true national interest into areas of the world where we 
should never have become involved. By accepting the role 
of global givers, we have become a nation of international 
busybodies, rushing from troublespot to troublespot with our 
doubtful remedy of dollars. 

6. While we thinly spread our strength over the world, our 
homefront develops dangerous gaps in its defenses. We 
have cut back our orders for B-52’s largely because we spend 
the money on questionable experiments in remote and un- 
rewarding areas of the world. 

7. Great though our resources may be, the American tax- 
payer cannot afford the ever-mounting cost of the foreign 
aid program. For more than two decades, the United States 
has lived in a deficit economy. During these years, our national 
debt has towered from $19,487,002,444 in 1932 to $274,374, 
220,802 today. Hanging over every man, woman and child 
in America is a built-in per capita national indebtedness of 
$1,700, and it is going up. 

8. Private initiative, which has the driving necessity of 
showing a profit, and which cannot unload its mistakes upon 
the taxpayer, does the job infinitely better. Our foreign aid 
program has paid lip service to private investment, but in 
practice it supplants the private investor. It interposes the 
sterile hand of the state between human wants and demands, 
and the private initiative which can supply them. The political 
promoter and the global headline-hunter replace the economist 
and the technician. The capable brains which might possibly 
make it work are not at the service of the aid agencies. 

Senator Herman Taimadge of Georgia has recently stated: 
“If it is felt that this nation in promoting its interests must 
assist other countries in their economic developments, there 
are ways much more effective and considerably less costly 
than direct handouts from the Federal Treasury. One way 
would be to stimulate the flow of American capital into 
needy and underdeveloped nations through the incentive of 
fast tax writeoffs, such as are now granted to industries en- 
gaged in defense production. Another way would be to 
expand the capacity of the World Bank to make long-term, 
low-interest loans to worthy nations upon the security of such 
collateral as undeveloped natural resources or industrial 
potential. In so doing, the United States would be able to 
achieve its goal without insulting the beneficiaries of its 
assistance, and perhaps even more important, without bank- 
rupting the American people.” 

What can and should be done? 

One answer that should come fast and firm is a loud “No” 
to all Government requests for more blank checks and long- 
term handouts without full details to the public and the 
compiete approval of the Congress. 

We should take immediate steps to stop the prevailing idea 
that doles can replace diplomacy. 

There is no such thing as paying for friendship. This is 
equally true of foreign governments and peoples. Any future 
foreign aid should be given solely on the basis of how it will 
benefit Americans, because we must start protecting ourselves 
while we can still do so. 

We cannot continue to support the world. The $60 billion 
already spent offer ample proof that the continuance of our 
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LEONOR K. SULLIVAN 


global dole will never buy permanent peace, friendship, or 
even respect for our country. 

Washington’s vast giveaway, with the bureaucracy that 
feeds and grows upon it, should be ended and replaced with 
an expansion of world trade. 

Senator Harry F. Byrd, who is one of the most patriotic 
men in the United States Senate and one of the greatest living 
authorities on our Government's fiscal affairs, said this to me, 
“I regard a reduction in the pending budget as vitally im- 
portant to our future welfare.” 

One way to help achieve this reduction, and in a substantial 
way, would be for the Congress to appropriate no new money 
for foreign aid. No new money is needed because there is 
enough already appropriated and in the Washington economic 
and military pipelines to carry on foreign aid for another 2 
ears. 

: No new funds for foreign aid would mean a saving of at 
least $10 billion to the American taxpayers during the next 
2 fiscal years. We can use the money. 

No new foreign aid funds would mean that the American 
people are determined to notify the world, friend and foe 
alike, that they cannot afford and will not pay for a world 
dole forever. 

During the next 2 years, the American people should 
receive a totally honest, free from “brainwashing”, country 
by country audit on what our dollars have done. This audit 
should be made by men determined to find ways and means 
of spending a minimum of our money in the future, instead 
of “believers” and junketeering notables who have been old 
riders on the foreign-aid bandwagon, who like the ride and 
who, in many cases, profit from it. Such appraisers are no 
different from having bank clerks examine themselves. More- 
over, the majority of those who yearly go through the motions 
of investigating foreign aid, actually travel from red carpet 
to red carpet, escorted by those who give our money away. 
Such investigations are really the carrying of pails of white- 
wash to the White House, and always at a time when the call 
for new money is in the headlines. 

Trade and private loans should be substituted for Wash- 
ington’s desire to give us away. Loans should, of course, be 
properly secured and made available to those who may be 
worthy of receiving them. Loans should be made not as a 
means to get rid of our money but on the same basis that 
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any individual or company in America negotiates for his 
financial needs with his banker. 

Trade and private loans can and must eventually replace 
the uninterrupted squandering of the American taxpayers’ 
money under the false idea that a new crisis can be prevented 
and peace preserved if we keep on giving without condition 
audit or even requesting a receipt for our billions. 

In 1952 General Eisenhower said: “Certainly I know that 
we must find a substitute for the purely temporary business 
of bolstering the free nations through annual handouts. That 
gets neither permanent results nor real friends.” 

Later that same month Candidate Eisenhower said: “My 


goal, assuming that the cold war gets no worse, is to cut 
Federal spending to something like $60 billion within 4 
years.” 

This is as true today as it was in 1952. 

The storm of protest that has arisen over the $71.8 billion 


Federal budget for fiscal 1958 is an encouraging sign, regard- 
less of its immediate effects on governmental spending plans 
It indicates that the President's first objective of a $60-billion 
budget was taken seriously, and that the steady retreat over 
the past several years from that objective has caused wide- 
spread disappoinment. 

If the people speak loud and long enough—and if they 
are determined enough we can have a $60 billion Federal 
budget. 


Now, what would this do for the American people? 
1. It would halt the increasing trend toward inflation. 


2. It would enable us to start reducing our monstrous 
national debt, which hangs like a dagger over our economy. 

3. It would take the unwarranted gross waste and ex- 
travagance out of every department of Federal government. 

4. It would provide an immediate tax cut for millions of 
middle-bracket Americans who need tax relief right now, 
and not at some unknown tomorrow. 

Here in the United States we celebrate Christmas once a 
year. We must stop being Santa Claus to the world 365 days 
a year. We have long been known as Uncle Sap. Now we are 
also known as Uncle Sugar. As Uncle Sugar we can melt 
away from our present 50-cent dollars to 10-cent dollars sooner 
than most of us may now realize. Let's give America back to 
the Americans. 


The Lack of Leadership in Washington 


i A CONGRESSWOMAN LOOKS AT CONGRESS 
By LEONOR K. (MRS. JOHN B.) SULLIVAN, Member of Congress, 3rd District, Missouri 


Delivered before the Columbia Chapter of the American Association of University Women, Columbia, Missouri, April 25, 1957 


HIS HAS BEEN one of the longest-standing invitations 

I have ever had—as well as being one of the nicest. 

I think it was shortly after Congress adjourned last 
year when Dr. Feder first began corresponding with me— 
and calling up periodically when her class assignments brought 
her to St. Louis—to try to work out a mutually satisfactory 
open date on your calendar. 

Always it appeared as if we were fated not to get together 
on a date. During the fall, when your calendar was open, 
mine was not—I was in the midst of my re-election cam- 
paign and the only speaking engagements I felt free to 
accept—on a 12- and 14-hour-a-day schedule—were in the 
ward and precinct meetings in my own Congressional District. 





With all due respect to the members of the Columbia branch 
of the American Association of University Women and your 
guests, it was my hunch and belief and suspicion at that time 
that very few of you vote in the Third District, in St. Louis, 
and I was understandably anxious to be talking at that 
particular moment to as many of my constituents as possible 

Fortunately, I suppose I must have spoken to enough of 
them, for the election results were gratifying when they came 
in—but nevertheless I was still fated not to be able to make 
suitable arrangements with Dr. Feder to come here and 
meet with you. When you had an open date on your calendar 
in November, I was in Hawaii—and it was a nice place to 
be when the cold winds blew—I was on a working assignment 
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ere with the Housing Subcommittee of the Committee on 
Banking and Currency. The following month, I had an open 
late but your meeting had already been arranged, and so it 
went. But even this time, during the Congressional Easter 
recess, there was a strong possibility I would have to Zo to 
Panama- 

Doesn't it sound wonderful, incidentally, the way a 
Member of Congress “has” to go to Hawaii, or might have 
to go to Panama, or almost anywhere in the world? But 
wctually, we DO indeed have to make these trips occasionally, 
ind they are not always fun. They can be rather rugged 
sometimes; and they are usually hard-working in any event. 

But enough of the travelogue. As the Chairman of the 
Subcommittee on the Panama Canal of the House Committee 
on Merchant Marine and Fisheries, I was able to work things 

more to my convenience—it’s wonderful in Congress 
ro be any kind of Chairman, even of a Subcommittee—and 
so I made sure I could go from the District of Columbia to 
St. Louis and then Columbia, Missouri, without a detour by 
way of Colombia, South America. And I am very happy to 
be here. 

From now on, Dr. Feder and I can correspond about things 
/f more significance or importance than what I happen to be 
loing on the third Tuesday of some future unnamed month. 

Bur since the good professor was so persistent in her efforts 
o get me here, in her capacity as Chairman of the AAUW 
Committee on the Status of Women, perhaps I should return 
the compliment by talking a bit about the status of women 
in Congress. 

Our status, I would say, is rather enviable in that there are 
so few of us—only a handful really out of the total member- 
ship—and that is usually an enviable status for almost any 
woman. It means we are noticed perhaps a little out of 
proportion to our individual importance in the legislative 
process. It means that the more gallant males among the 
Membership defer to us occasionally, and we are always 
treated with the utmost courtesy. 

It is also my feeling and my experience that to the extent 
we are feminine in our outlooks and in our viewpoints and in 
our attitudes—to the extent we are women in Congress 
rather than female Congressmen—we are listened to not only 
with courtesy but with attentive respect and interest, as well. 

After all, please keep in mind a fact that every male Mem- 
ber of Congress always keeps in his mind, and it is this: that 
in every Congressional District, there are more women than 
men eligible to vote; amd the Congressmen like to think 
that in listening to the occasional speeches of the women in 
Congress, they are perhaps hearing the thoughts and views 
of the women in their own districts as well. 

[hat may or may not be accurate in all instances—certainly 
the women members of Congress do not sway the national 
forum merely by a five-minute speech on a pending bill. 
But we do receive the one accolade—the one compliment— 
most sought by all Members when they rise to speak in the 
House—we receive the attention of the other Members who 
ire present. They show that they want to hear what it is 
hat brings us to our feet to speak. 

And that is indeed an enviable status, for the House is 
often notorious for its inattentiveness. 

On the other hand, ours is a somewhat artificial status. 
We are listened to partly if not mostly because, as women 
Members of Congress, we are still a novelty—yes, even 
ifter all these decades. There are so few of us—15 in the 
House, one in the Senate—out of a total membership of 531. 
We, who make up substantially more than 50 per cent of 
he population, make up 3 per cent of the Congress. 

Many, if not most of us, are the first from our states—we 
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are identified so often as pioneers of one kind or another 
that we often begin to think we are blazing a path over some 
trackless wasteland, pursued by savage Indians brandishing 
knives and tomahawks. 

Going alphabetically through the “firsts” of women mem- 
bers of the House, we find that Mrs. Blitch was the first woman 
ever to serve two terms in the Georgia State Senate; Mrs. 
Bolton is the first woman to be elected to Congress from 
Ohio; Mrs. Granahan is the first to be elected from Philadel- 
phia; Mrs. Griffiths was the first judge of the Recorder’s Court 
in Detroit; Mrs. Kee is the first Congresswoman from West 
Virginia; Mrs. Knutson is Minnesota's first Congresswoman 
and also the first woman to serve on the House Committee 
on Agriculture; Mrs. Pfost is the first woman elected to Con- 
gress from Idaho; Mrs. Rogers of Massachusetts is the first 
Republican woman ever to be chairman of a House Com- 
mittee, and was the first woman in history to receive the 
Distinguished Service Medal of the American Legion; I am 
the first Congresswoman from Missouri; and so on. 

Perhaps a better basis for judging us would be not whether 
we are the first of our sex to do this or that unprecedented 
thing, but rather—how well are we doing our jobs? And it 
is on that basis, of course, that we must run for re-election— 
on the basis of how well we serve all the people—the men and 
the women—in our home districts. 

A woman in Congress—once she manages to get there—is 
constantly on parade in everything she does—we have to be 
careful of dress, manner, grooming, of course—but we have 
to be careful also to be on time for our Committee meetings, 
to be on hand on the House floor whenever there are votes. 
As women, we are highly visible and we are always under 
the microscope. 

I don’t count that a disadvantage. I count it a great ad- 
vantage. We are forced, you might say, to do our very best ail 
of the time, and to work hard at the job all the time, and this 
is a useful spur to anyone in political life and particularly to 
anyone in political office. 

Very few women members of Congress ever get defeated 
for laziness, or for failing to tend to business, or for being 
a chronic absentee. As a matter of fact, women members 
seldom are defeated—because, I believe, of this spur, this 
stimulus, this constant needlepoint of public notice which 
forces us to do our best. 

Being a member of Congress can be most wearing some- 
times—wearying, might be the better word—for the decisions 
are often hard ones to make and the work is never-ending 
and taxes one’s brains and energy 

I have seen some members who felt secure in their jobs 
and safe from criticism or even much attention from their 
newspapers back home—I have seen them slip and slide into 
a kind of lethargy about the work—become disinterested in 
the work, play hookey—and then after a once promising 
career suddenly find themselves out in the cold—defeated— 
their seniority disregarded by voters who decided they would 
rather have a brash freshman with little influence representing 
them in Washington—but working at it—rather than a 
person with seniority, influence, prestige and power that were 
seldom if ever used for the benefit of the people back home. 

So in listing the advantages and disadvantages of the status 
of women in Congress, I would put a high premium on what 
would seem to be the very simple virtue of being spotlighted 
into working hard at the job. 

And I think most of us do work extremely hard at it. 

As a matter of fact, as I said, most Members of Congress— 
male or female—work hard at it. They work long hours— 
with all of their strength. The level of brain power is high, 
too. 
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Then why do we accomplish so little? 

I think that is a valid question. It was suggested that in 
this talk, I “look” at Congress and tell you some of the 
things I see. Right now, I see little being accomplished. 

But I do not blame that on the Congress as an institution, 
or the people in it. The Congress is made up of many men 
and women who represent—they truly represent—as many 
viewpoints and interests—as many clashing viewpoints and 
interests—as exist in this wonderful diverse country. We are 
not merely members of Congress—Democrat or Republican, 
as the case may be—with the kind of strict party discipline 
so traditional in the British Parliament. We are Democrats 
and Republicans who, in each individual instance, is regarded 
as either a cattle congressman or a wheat congressman or an 
oil congressman or a big business congressman, or a labor 
congressman, or a banker congressman, or a merchant marine 
congressman, or what have you. Some of us identify ourselves 
proudly as consumer spokesmen, and insist that is our major 
aim and primary objective, but I am sure that if you pinned 
down each Member in the House in turn you would find 
him similarly identifying himself as a voice in behalf of all 
of the people of his district rather than of any small segment. 

Yet, let's face it, our nation is a nation of clashing economic 
interests, sectional jealousies and feuds, and competitive battles 
for a fast dollar, a new plant, a government installation, a 
bridge, a flood control dam, a deepened harbor—whatever 
will help one area or a dominant economic interest in that 
area against a competitor elsewhere. 

And Congress reflects these competitive drives—these feuds 
and jealousies and animosities and desires. That is the nature 
of this legislative entity. 

Congress, left to its own devices, can struggle along and 
keep the country going on a kind of interim basis but it 
cannot lead—-it cannot devise bold new policies to meet 
sudden new problems and put them into effective operation. 

That is a job which must be centered—must be performed 
—at only one place—1600 Pennsylvania Avenue, Northwest 
—at the White House. 

I must speak bluntly at this point. You did not invite me 
here to entertain you with song, skit and fairy tale. You 
invited me, I feel, because you perhaps felt that in my capacity 
as a Member of Congress, I could bring some first-hand in- 
formation on national policies which are important to you as 
citizens. 

Let me say that everyone in Washington “likes Ike’— 
everyone, I should say, except the extreme right wing of 
his own party which is now beginning to talk in terms of 
Eisenhower's “betrayal” of the Republican principles of old. 

Mr. Eisenhower has not, of course, betrayed any old Repub- 
lican principles. Mr. Eisenhower is just sitting tight—neither 
betraying old principles nor initiating new ones—but taking 
things pretty much as they come along and hoping for the best. 

We are on a dead center, and those who believe in the 
status quo—in let things alone—let’s not rock the boat— 
those people are catisied if not entirely delighted with 
today’s economy and today’s world. 

There are many such in Congress—in both parties. They 
are sincere conservatives who know that the Congress cannot 
lead when the Executive hangs behind; and they frankly like 
things this way. Mr. Eisenhower’s attitude fits in exactly 
with their wishes in the matter. Local issues and the pork 
barrel sort of thing are thus made paramount to national 
issues. 

The President has always looked upon his job as something 
in the nature of an administrative assignment, to carry out 
policies others argue out and then compromise and agree 
upon. He constantly passes the buck to Congress on the 
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theory that Congress, representing the people, will somehow 
figure out what is best. 

Congress can always rise to a great emergency—and it can 
show unity and a patriotic motivation that is thrilling to see 
in action. But Congress, in more prosaic times, drifts back to 
its primary role of fighting over the pork, working out com- 
promises as between clashing economic interests, usually for- 
getting the consumer and the public generally in the drive 
to help one’s dominant group back home, or an industry or 
special interest to which one feels close and partial. 

In the domestic area, this absence of direction—this ten- 
dency to let the sectional and the economic interests battle 
it out in the Congress—is perhaps not too serious as long as 
our economy continues on the upgrade; as long as payrolls 
and profits are expanding, as still seems to be the case. 

But when and if the economy should again turn downward 
as it did in 1953-54—and I mean merely a modest recession, 
not a slam-bang 1929 depression—then the lack of leadership 
from the Executive—the lack of direction—the absence of 
Presidential push—can be a serious thing indeed. In 1954, 
the Congress was so disorganized by economic developments 
which the Administration had ignored that Mr. Eisenhower 
became the first elected President in 76 years to lose his 
majority in Congress in his first term; and the first to win a 
sweeping election, as he did in 1956, and still not carry his 
own Congressional majority into it. 

The present leadership in the Congress—we on the Demo 
cratic side, that is—can capitalize politically on the absence 
of Presidential leadership, but we cannot do a much more 
important thing for the country, and that is, supply and 
provide the missing direction and policy. 

In the domestic field, as I said, the danger of this drift 
policy varies according to economic conditions. But in the 
international field, it is dynamite. 

The cavalier manner in which the Secretary of the Treasury, 
the Secretary of Commerce, and the President himself have 
invited Congress to cut the Eisenhower budget is a ¢ase in 
point. It is going to have a very damaging consequence in the 
treatment of one of Mr. Eisenhower's major policy positions, 
his foreign aid program. This is one place where every Con- 
gressman knows he can cut without losing a single benefit 
for his own district, or antagonizing very many voters. There 
is no oomph, no glamor, in foreign aid. 

The President—at least up to now— has indicated he has 
no desire to get into a knock-down fight with Congress over 
this or anything else—particularly if it involves primarily 
fighting with the right wing of his own party. For that is 
where the cut-the-budget sentiment has its strongest and most 
enthusiastic supporters. 

They charge that Mr. Eisenhower has “bought” the New 
Deal and is outspending Harry Hopkins. 

As Walter Lippman put it recently, these are people who 
believed sincerely the things the President said in his 1952 
campaign and still believe them; whereas the President has 
had to learn by experience that he doesn't believe them him- 
self any longer. 

Let me make one thing clear. I did not come to Columbia 
to attack President Eisenhower or his party. I am not that 
much a partisan. But I know you women are interested in 
your nation’s present and future—and that of your children. 
I know you look to Congress with hope that we will face 
up to and solve these terribly complex national and inter- 
national problems—the problem of combatting and eradicat- 
ing hunger both at home and overseas; the problem of 
meeting this frightful plague of mental illness; the toll of the 
killing diseases; the need for achievement of a real peace. 

We are drifting—nor flying—to a tomorrow whose outline 
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ill escapes us. We speak of the imminence of space travel 
at the same time we acknowledge the existence of children 
in our nation’s capital city, in Washington, scavenging in 
garbage pails for food because they are hungry. We have so 
much food piled up in warehouses under government owner- 
ship or loan that we are hard put to figure out how to manage 
it. It costs us one million dollars a day to store it. We give 
billions of it away overseas; yet it still remains a storage 
headache—while many of our families here in America go 
without sufficient food—yes, here in rich America. 

There are many faults, many lacks, many gaps in our 
economic and social structure and we could discuss them for 
hours—the educational crisis, the alarming rise in delinquency, 
the deterioration of so many of our families, the horrible 
iccident toll. 

But I think what all of these things come down to is this: 
we need leadership—a unifying leadership—which will pro- 
vide exactly what President Eisenhower seemed to represent 
in so many eyes in both of his campaigns and in World War 
Il before—a feeling for the needs and aspirations of all. It is 
hard for any American to think of the wartime Eisenhower 
as anything but that kind of unifying leader. In both cam- 
paigns, he furthered that impression. 
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But as I see it, from Washington, it is missing now in 
government—in his Administration—and must be revived 
or developed and made meaningful. Mr. Eisenhower must 
fight for what he believes in—and if he does he will get 
support from Congress and from the people. But the fight 
must be led—and it is his fight—by direction of the voters 
of this country. 

To those of you who are Republicans—to you, I would say, 
goes a major responsibility and opportunity—that is, to urge 
the President to take off the kid gloves, to stop depending 
on underlings who may have personal axes to grind in ad- 
ministering his policies, and instead to lead—to direct—to 
fight for the betterment of the people of this country. He will 
find millions of Democrats—including most Democrats in 
Congress—anxious to help him if he will now take the lead 
and really lead. 

I am sorry to find so much emphasis in this talk on the 
level of the President's lack of leadership. But to me that is 
the great desperate crisis of our time—at a time when our 
enemies abroad wait hopefully—expectantly—for signs of 
our weakness, and evidences of our lack of will to shoulder 
our responsibilities of world leadership. 


The United States Information Service 


HOW EFFECTIVE IS IT? 


By ARTHUR LARSON, Director, U. S. Information Agency, Washington, D. C. 


Delivered at the Public Affairs Luncheon, Union League Club, New York, N. Y., April 4, 1957 


present job is a very practical common-sense one: “Just 
how effective is the U. S. Information Agency?” 

My purpose today is to answer that question. I am going to 
divide my answer into three steps. 

The first step is to ask: Are we actually getting through 
to cur audience? 

The second question is: Are we, in making these contacts, 
actually affecting people's minds and actions, and achieving 
the mutual understanding that is our goal? 

There is a current story on the perils of communication 
which runs like this. A man encounters a friend and says: 
“I hear your brother has just left Penn State and is living in 
the Park Central.” The friend replies: “Well, that isn’t guste 
the way it is. My brother has just left the State Pen and is 
living in Central Park.” 

Obviously, then, we want to know, not only whether we 
ure being heard, but whether we are being understood. 

The third and final question I would like to raise is: How 
can we increase and strengthen our impact? 

A few quick caveats before embarking on this process: 

We all know that measuring U. S. I. A.’s effectiveness can, 
at best, be only an imperfect process, especially behind the 
Iron Curtain. 

We all know also that measuring what takes place inside 
people's heads by way of change in attitudes, and the real 
reason for the change, is impossible on either side of the 
Curtain. One can only piece together the best clues available 
and try to form some judgments. 

And we all know that the effectiveness of an information 
program can rise no higher than the actual facts of American 
life and foreign policy. One favorable event is worth more 
than a billion favorable words, and vice versa. This situation 


Tes QUESTION that is most often asked me about my 


is not unique to the government information field. Thousands 
of dollars and years of effort might be poured by a public 
relations firm te build up a film star or a political personage 
in the public eye; but what good is it all if he suddenly gets 
caught robbing a bank? 

With these obvious reservations, then, let me give you just 
a sampling of the kind of fragments of evidence that are 
available, and attempt an answer to the question of effective- 
ness. 

1. ARE WE MAKING CONTACT? 

The first question that always comes to mind here is: Are 
our radio broadcasts really getting through behind the Iron 
Curtain? 

I have some fresh news for you on this point. 

We have, until recently, generally been of the opinion 
that, while our broadcasts got through pretty well outside 
the cities in Russia, they were badly jammed in the cities. 

However, we have lately had an unprecedented chance to 
talk with a very large number of people from Moscow, Kiev, 
Minsk, Stalingrad, Lening:ad, Odessa, Tashkent, and Samar- 
kand, who have left the U. S. S. R., and we find that many 
of them have been listening to the Voice of America regularly. 
Their stories are confirmed by the fact that they give us 
specific quotes from our broadcasts and names of their favorite 
announcers. 

So far as the satellites are concerned, we have also had 
a fresh batch of cogent evidence. An independent research 
organization made a careful and elaborate survey of 1,000 
Hungarian refugees. Seven out of ten said they listened to 
the Voice of America. Eight out of ten said that their prin- 
cipal source of news, including even their own papers, was 
western broadcasts. 

We have also recently heard from another satellite that 
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they have abolished the special police who checked on lis- 
tening to free world broadcasts. There were so many people 
listening that the job was hopeless—and besides, the most 
avid listeners were the police themselves. 

We can also gauge our impact somewhat by fan mail. The 
Voice got 326,000 letters from listeners last year. 

Another kind of radio impact is seen in the fact that, in 
the last six months, we placed, for example, 333 hours of our 
programs on Greek radio stations and 817 on Iranian stations. 

Now, as to our Wireless Press Service, which provides a 
specialized report every day for distribution to local papers, 
let me give just one example. 

When President Eisenhower made his speech on the Mid- 
East proposals, we got the full text to the Cairo papers in 
time for their morning deadlines, and three morning papers 
carried the full text. Meanwhile, in Iceland the presses were 
being held in the two major papers for the same copy, which 
they also ran in their morning editions. 

At the same time, our press and publication service was 
being visited by no less than 60,000 Egyptians, asking for 
our special pamphlet containing the full text. Fifty thousand 
more wrote in asking for details. Even the Cairo radio used 
our Arabic translation. All in all, more than a million pieces 
of literature explaining these proposals went out of our Cairo 
office. 

In the magazine field, you all have heard how our magazine 
“America Illustrated” is a sell-out as soon as it hits the stands 
in Russia. One Russian told us we could sell a million and a 
half copies, rather than our agreed fifty thousand. 

The two largest-circulation magazines in Southeast Asia 
are two USIS publications, “Free World” and “The World 
Today” (Chinese). The former appears in nine languages and 
has a circulation approaching 700,000 copies. We have noticed 
lately that in Karachi it is so popular that it is salvaged from 
waste-paper collection points and resold on the streets for 
7¢ a copy. 

As to films: our color film of Sukarno’s visit to the United 
States quickly broke all records in Indonesia, and has already 
been seen by 10 million people. We estimate that half the 
population of Indonesia will eventually see it. 

We produce regular newsreels supporting American policy, 
explaining the advantages of private capital investment, fea- 
turing United States aid, and depicting such special events 
as the Hungarian uprising. These are seen by millions all over 
the world, in commercial as well as private showings, and 
on television in 32 countries, and even in our mobile units 
that get into remote areas where films have never been seen. 

Let me tell you a story of what a mobile unit can do. In 
Pakistan not long ago the rice crop was threatened by rice 
borers, and the government couldn’t get the people aroused 
to take necessary action. We were appealed to, and went to 
work with a mobile film unit, quickly reaching 100,000 people 
in 120 key villages—and we were told that this indeed pre- 
vented a disastrous crop failure. 

As to exhibits: our Atoms for Peace exhibit has been seen 
by 14 million people. People’s Capitalism has already been 
seen by a half million. 

Our 143 libraries are visited by 28 million people each 
year, and there are 11 million check outs of our 3 million 
books. In Athens, almost any evening, you can see the chil- 
dren’s section of the library filled with mustached adults, 
studying the brightly-illustrated books with the aid of a 
pocket dictionary. . 

These libraries are also the center of all kinds of cultural 
and educational activity. In fact, it has just been necessary to 
put on a policeman in front of our Addis Ababa center on 
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Friday nights because of the crowd that wants to get into a 
feature program. 

Our English teaching classes have about 90,000 students 
in any week. Our book translation programs help produce 
709 translated books in a year, in 46 languages, with a total 
of 51% million copies. Our low-priced book program, pro- 
viding books mostly in the 10 and 15¢ range, will run to 
about 4 million copies. 

In all of these ways, of which I have given you only random 
samples, and most important of all, through the everyday 
contacts that our employees keep up in 200 posts with local 
opinion-moulders, we believe we are achieving a good degree 
of success in the first step of actually reaching the people of 
other countries with our materials and message. 


II. ARE WE ACHIEVING MUTUAL UNDERSTANDING? 

Whether these varied contacts are indeed producing results 
is something we try to discover by every modern technique 
at our disposal. 

Of course, the most obvious is surveys of opinion, and we 
have a lot of them made for us by expert private firms. If 
we have a special exhibit, for example, we have a before-and- 
after survey made of understanding and attitudes. In London, 
the Gallup poll told us that, before seeing our aerial-inspection- 
for-peace exhibit, most people thought aerial inspection 
would have no effect in preventing wars. After the exhibit, 
most thought it would have such an effect. 

An elaborate similar survey was made of the People’s 
Capitalism exhibit in Bogota. It showed that 68% thought 
the exhibit excellent, and 24% very good. Before the exhibit, 
68% had thought that our system tended to diminish differ- 
ences between rich and poor; the exhibit raised that per 
centage to 77. Here is a very reassuring demonstration that 
one of the most persistently-peddled of all Communist lies is 
almost completely knocked out in one country. 

This exhibit has had other kinds of effects. A neighboring 
country now has one political party for which People’s 
Capitalism is one of the two planks in its platform. A Senator 
in another Latin-American country is running for office on a 
program of People’s Capitalism, and the term is spreading 
rapidly around the area. 

We also have more general surveys made. Thus, surveys 
were taken in 1952 and 1955 in Latin America on the ques- 
tion: “Is the United States doing all it can to prevent another 
world war?” In 1952, 58% said “yes.” In 1955, 70% said 
“yes.” We like to think that the many flourishing binational 
centers had a lot to do with this. 

Similarly, we have found recently that only 12% of 
Germans consider that we are carrying on “propaganda” in 
their country and disapprove of it. 

I mentioned that seven out of ten Hungarians listened to 
our broadcasts. Now, under the heading of acceptance, I 
must go on to add that 85% said that they considered our 
broadcasts reliable. In the same way, 83% of the East Ger- 
mans who listen to our West German station, RIAS, said 
they did so mostly because of its reliability. 

One of the best kinds of evidence is action related to our 
service. 

Outright Communist defections are a recent example of 
this. They have been deserting the party by hundreds of 
thousands, due to the de-Stalinization speech of Khrushchev 
and the events in Hungary. But first they had to learn the 
real facts about these events. 

Nenni, one of the leaders who broke with Moscow, had 
this to say about our work: 

“It was through the Press Section of U. S. I. S. that the 
very parties represented at the Moscow Congress learned 
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the contents of) one of the most important and dramatic 
documents of world Communist literature.” 

He meant, of course, the Khrushchev de-Stalinization 
speech. 

Our films on the Hungarian uprising have led to many 
disillusionments among members. One of the most amazing 
incidents occurred in a Greek jail, where we tried out one 
such film on a group of hard-core Communists. When it was 
over, 25 of them defected on the spot. 

Another meaningful clue is the lengths to which Com- 
munist rulers go to try to jam or discredit our output. The 
Russians spend more to jam our broadcasts than we spend 
on the whole U. S. I. A. budget. The Poles alone were spend- 
ing more on jamming than we were on broadcasting—$17'4 
million a year—until they got tired of the expense and quit. 
It is also interesting that the jamming stations are one of 
the first targets during an uprising. Thus students smashed 
jamming stations during the riots in Bydgoszcz and Poznan. 

In addition, column after column of the Russian press is 
taken up with elaborate refutations of things we have said 
on the air a few days before. Obviously they know we are 
not only getting through, but having effect, or they would 
not go to all this trouble. The campaign that has really got 
their goat is People’s Capitalism, which they keep attacking 
all the time. We are told that the two phrases that have 
really bothered the Communist rulers more than any others 
are “Iron Curtain” and “People’s Capitalism.” 

Still another clue is the warm acceptance in many places 
of our facilities and activities. 

A dramatic illustration is what happened when we brought 
our Atoms-for-Peace exhibit to—of all places—Hiroshima. 
Over wild leftist protests, the civic leaders put it in the Peace 
Museum, actually displacing most of the relics of the atomic 
bombing in the process. In three weeks, 120,000 people, 
one-third of the population had seen the exhibit, and six 
civic and educational organizations were conducting special 
programs on peaceful uses of atomic energy. The sequel is 
that the City Fathers have voted to make the exhibit perma- 
nent, and to devote two-thirds of the Peace Museum to it. 

In Iloilo, Philippine Islands, we were about to close our 
center. The community reacted by putting on a drive and 
raised funds to keep it open. In another country, we got 
15,000 protests when about to close a center, and they too 
finally volunteered to share part of the expense to keep our 
center going. In Korea, in fact, the Koreans have themselves 
set up forty cultural centers on their own, and they call them 
USIS centers, although ali we do is provide materials. 

Of course, the final test of the effect you are producing is 
the individual personal attitude and opinion. 

A farmer at Davao, Philippine Islands, goggle-eyed with 
wonder after seeing the Atoms-for-Peace exhibit, told a 
Filipino newsman: “I wouldn't have believed it if USIS hadn't 
said so.” 

That's what we mean by mutual understanding and respect. 

And let us never forget what a bedrock foundation of 
this kind of understanding means when the time of crisis 
comes. After all, it was because of decades of patient building 
of this kind of understanding that the Filipinos—alone among 
all Asian peoples—fought in World War II from beginning 
to end at the side of their former rulers. 


~ 


III. How CAN WE INCREASE OUR EFFECTIVENESS? 

So far I have given you only evidences of our successes in 
achieving impact. We also have our failures, our mistakes, 
and our deficiencies. Let me now sketch several ways in which 
I think the maximum improvement in impact can be made. 

First, of course, we must check our apparatus and organiza- 
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tion to make it complete and efficient. This means, for 
example, that we should as quickly as possible construct 
a land-based transmitter that will project a clear signal into 
the crucial area of the Middle East. It means that we should 
establish about twenty new centers in Africa, whose emerg- 
ing importance should not catch us napping. We should 
step up our use of television, so as to get in on the ground 
floor of this potentially important medium, both for mass 
communication and for education. 

Second, we must do everything we can to improve our 
personnel, since personal contact is still the most important 
“medium” we have. This means that we must this year get 
our Personnel Legislation adopted, so as to provide secure 
careers with appropriate status and benefits for our overseas 
officers—something they do not now have. 

At the same time, let me say with all the emphasis at 
my command that I do not equate increased effectiveness 
necessarily with spending money. We must constantly seek 
out the soft spots in our operations, trim away what is out 
of date or relatively less productive, so that we get the maxi- 
mum return out of our inevitably limited resources. It is 
all too easy in government to keep on doing something just 
because it was once started, but we cannot afford that in this 
business. 

In a deeper sense, the improvement of our effectiveness 
will come most surely in the improvement of our content. 

The greatest stroke of all in achieving effectiveness would 
be to establish throughout the world a high reputation for 
truth and believability. In my opinion, the age of tricky 
propaganda is about over. People, for the most part, are 
“wise to it.” The current Harper's magazine contains an article 
on Hungary which very clearly shows that the strongest 
impact upon Hungarians was made by programs which had 
the least propaganda content. We hear the same story from 
all over the world. 

Another highly important factor is to know exactly what 
you are trying to say and accomplish, and then stick to it. 
This Agency cannot attempt to be—in the famous misquota- 
tion of Mrs. Malaprop—“like Caesar’s wife, all things to all 
men.” 

We do indeed have a single, central purpose; it is this: 

To present evidence to the peoples of the world that our 
policies and objectives are in line with and will advance their 
legitimate aspirations for freedom, progress and peace. 

Much of the effectiveness of this statement of purpose lies 
in the fact that the theme of mutuality automatically enlists 
the interest and attention of the particular people—since 
you are talking not about yourself primarily, but about them. 
You talk about yourself only as it is relevant to what they 
are trying to do. 

Finally, however, may I express my personal opinion that 
the greatest hope of all in strengthening our entire effort 
lies in the People-to-People program. 

This program, as you know, is sponsored by President 
Eisenhower, and is aided as needed by our Office of Private 
Cooperation; but it is basically and intrinsically a private 
program, a nongovernmental program. Its central idea is 
that government effort is not enough, and that every non- 
governmental entity which has anything to contribute oug*t 
to be brought into play in the crucial task of building the 
mutual understanding on which our peace and even survival 
depend. Forty committees have been formed, served by 700 
prominent Americans. A People-to-People Foundation has 
been formed, with General Donovan as Chairman and Charles 
E. Wilson as President. The Foundation’s task will be both 
to provide funds for such committees as do not have financial 
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resources, and to provide a measure of coordination among 
all the specific projects. 

The imaginativeness and variety of these projects now being 
planned or launched are most impressive. 

Let me give you a few quick examples—some being 
activities antedating the actual People-to-People organization: 

The Photographic Society of America offered prizes to 
foreign students in the United States for pictures on “My 
Impressions of America”—and you saw some of the winners 
in “Life” the other day. 

Kaiser Industries of Argentina, while advertising their 
jeeps, also take the occasion to point out that, by building a 
plant in Argentina, they can have four jeeps for the price of 
one imported jeep—and have increased employment and 
prosperity to boot. 

The Common Council for American Unity for several 
years has been publishing a pamphlet, “What I should know 
when I travel abroad.” 

Philadelphia collected 35,000 good books and sent them 
abroad. Twenty-five hundred sets of the American Bookshelf 
of 99 volumes have been sent abroad through CARE. 

Twenty universities have established affiliations with over- 
seas universities. A number of cities have adopted sister cities 
abroad. For example, Hagerstown, Maryland, and Wesel, 
Germany, have been exchanging cultural materials and persons 
—and now the process has been crowned by the engagement 
of the daughter of the Mayor of Hagerstown to the son of a 
Wesel official. 

Caltex is making and showing movies of cultures of other 
nations. 

The Advertising Committee has plans to bring several 
foreign advertising men to work in our firms. It is also 
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working on plans for a movie that will help bring home to 
its viewers the real conflict in the world’s ideologies 

The Advertising Council is considering a special kind of 
book campaign. Each week the Council would designate 
a particular book to be sent to the U. S. Book Exchange. In 
that way really influential books would be brought forward, 
and the sorting and screening task would be eliminated 

Potentially, the People-to-People approach could soar far 
beyond the governmental approach in importance and ef 
fectiveness. Just take the matter of English teaching, for 
example. Suppose that every business firm decided that it 
would teach English to every overseas employee—the result 
would make our governmental efforts look small by com- 
parison. 

Apply the same process to book programs, library programs, 
advertising programs, exchanges, and all the rest, and you 
can see that the People-to-People idea has within it the 
possibility of providing the decisive new element that will 
turn the tide against the forces of hatred, deception and 
subversion, and in favor of the forces all over the world 
that are trying to work their way toward genuine and 
harmonious mutual understanding. 

May I close by quoting the words of President Eisenhower 

“Every dollar we put into this kind of thing, if it is 
intelligently spent, is to my mind, in the long run, worth 
any five we put into sheer defense, because in the long run 
it is a constructive thing. It is a developing thing, the 
kind of development America has done at home and which 

we must help do abroad .. . 

“So the job is still that of the American people, and 

I couldn’t conceive of any job in this world being in better 

hands than those of the American people. 


Bind Wounds Or Prevent Them? 


A FOREIGN POLICY FOR AMERICANS 
By ALFRED KOHLBERG, Alfred Kohlberg, Inc., Importers 


Delivered before Convention of Association of American Physicians and Surgeons, Miami Beach, Florida, April 25, 1957 


T IS INDEED a privilege to speak to this audience of 
distinguished medical men. More than 15 years ago I 
had the honor of serving as a member of the Executive 

Committee of the American Bureau for Medical Aid to China, 
with a group of dedicated doctors and medical scientists, 
all of whom had seen service in China. 

That was back during the Sino-Japanese War, both before 
and after Pearl Harbor. I refer to that service because it 
opened my eyes to the nobility of the men of the medical 
profession, both in America and China. 

Many of you remember Mme. Chiang Kai-shek’s triumphal 
war-time trip here in early 1943, during which she was a 
guest in the White House, and addressed a joint session of 
the Congress. Disturbing rumors of corruption in China began 
to be heard at the same time. As these spread I was asked 
to go to China again to investigate. 

While waiting for Air Transport Command priority via 
South America, Africa and India (then the only route open), 
I was called to Washington by one of Pres. Roosevelt's 
administrative assistants, the Hon. Lauchlin Currie. He told 
me of reports of the hopelessness of the Chinese National 
Government and its armies; the lack of will to fight, the 
corruption, etc. I listened with my mouth open, I am sure. 
I had never before been honored with a briefing by so high 
an official. 


For years I considered myself a complete dope for swal- 
lowing that pap, until just recently Josephine Truslow Adams, 
descendant of both John Adams and John Quincy Adams 
but a Communist courier, testified that Pres. Roosevelt asked 
her at that time to find out from Earl Browder if these same 
rumors were true. 


CONSPIRACY IN CHINA 

When I arrived in Chungking I heard the same reports 
So I set out on a six weeks trip through five provinces by 
truck, ambulance, rail, airplane and muleback to check on 
the spot. Even after all these years, my three days on muleback 
remain vivid. To skip the details, I checked only the reports 
in my own field of competence, principally physical condition 
and accounting, and found all untrue. Just a tissue of lies 
I was horrified. I returned to Chungking with fire in my 
eyes, to find my factual reports received with hostility in our 
Embassy, and in United China Relief circles. 

To me it smelled like Treason because I couldn't see anyone 
benefiting from these lies but the Japanese. The possibility 
of Communist motivation had not occurred to me. I came 
home, reported the facts as I found them, and then tried to 
get the doctors of ABMAC to break it wide open, and demand 
an investigation of the liars. 

I feared that the American and Chinese lives unnecessarily 
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lost by lack of cooperation, due to American lies and Chinese 
resentment, would be so many that we had a duty to violate 
all taboos, and speak out. My doctors found it impossible to 
believe my reports, so I resigned to start my own fight. 

That was December 1943. By May 1944 I found that I 
was on the wrong track. I was complaining about liars, whereas 
the core of the trouble was Communists; principally American 
Communists in our Embassy, in our Army, in the OWI, 
and in our news services. And all were following a line of 
lies originally put in circulation by the Institute of Pacific 
Relations on whose Finance Committee I sat, and whose real 
boss was also the real boss of United China Relief. After a 
2\4 year fight in the IPR they threw me out, instead of the 
Communists. 

But little by little the truth came out and was believed. 
After lengthy hearings the Senate Judiciary Committee, by 
unanimous vote, found that 

“During the period 1945-49, persons associated with the 

Institute of Pacific Relations were instrumental in keeping 

United States policy on a course favorable to Communist 

objectives in China.” 

That report was issued July 2, 1952, just 74 years too late. 


MILLIONS SLAIN 


Meantime, China had been turned over to the Communists 
ind we were fighting in Korea. Our Korean combat terms 
were influenced by Communists still in high place in our 
Government, in the U. N., and in Allied Governments. 
Among them were the head of the American section of the 
British Foreign Office, Mr. Donald MacLean, and the liaison 
man in the British Embassy in Washington, Mr. Guy Burgess. 
You may be sure that for every Burgess and Maclean, and 
Currie and Hiss that is exposed, there are dozens, maybe 
hundreds, still concealed in our Government and in all the 
Allied governments. 

The recent suicidal jump of Canadian Ambassador to 
Egypt, E. Herbert Norman, to whom attention was originally 
called by my Institute of Pacific Relations charges; and the 
jumps of U. N. General Counsel Abraham Feller, originally 
mentioned in my magazine PLAIN TALK of October 1947, 
and of Laurence Duggan, likewise originally mentioned there, 
have given me pause. But when I think of the testimony of 
American Generals returned from Korea as to the loss of 
both American and Korean lives by Chinese Communist 
idvance knowledge of our battle plans, I realize that we 
are engaged in a world struggle for keeps. If men involved 
in questioned activities lose their mental balance and fear 
to face the music, we must, nevertheless, keep our sense of 
proportion, and our dedication to our Nation's security. 

| am sure that if I knew as much about Eastern Europe 
is about China, I could tell similar tales of past American 
cooperation with the Kremlin in Poland, Hungary, Bulgaria, 
the Baltic States and elsewhere. 

How did we go so wrong? How could these relatively few 
traitors and their more numerous dupes so mislead us? Where 
can we look for guidance? 

Those are the questions the Congressional Committees 
are slowly probing despite the Fifth Amendment takers. 
Meanwhile, maybe we can find answers sufficient for us if 
we just go back to American first principles, and start our 
thinking all over again. 


BACK TO G. WASHINGTON 
161 years ago a great American laid down every principle 
of a sound foreign policy in 1400 words of his Farewell 
Address. That policy was our gnide for 102 years. We 
departed from it first in 1898 and have lost our way ever since. 
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We cannot follow Washington's advice in every detail 
today. The world has shrunk, while we have grown. But 
its principles can still be our guide. Washington's Farewell 
Address is so often referred to and so seldom read today, 
that the extremists of both right and left have combined to 
discredit it. 

The little Americans, ostrich-like, tear a few words about 
“entangling alliances” out of context and use them to justify 
their refusal to think through our difficulties. The extreme 
one-worlders, hoping to prevent consideration of the broad 
principles Washington presented, join in labeling him an 
“isolationist.” 

Here are Washington's own words: 

“It is our true policy to steer clear of permanent alliance 

with any portion of the foreign world; so far, I mean, as 

we are now at liberty to do it; for let me not be understood 
as capable of patronizing infidelity to existing engage- 
ments. I hold the maxim no less applicable to public than 

private affairs, that honesty is always the best policy . . . 

“Taking care always to keep ourselves by suitable estab- 

lishments, on a respectable defensive posture, we may 

safely trust to temporary alliances for extraordinary emer- 
gencies.” 

So far were Washington’s principles from isolationism that 
during the 102 years that we followed his advice, we sent the 
Marines “From the Halls of Montezuma to the Shores of 
Tripoli;” we proclaimed the Monroe Doctrine protecting 20 
foreign nations; we threatened Great Britain, France and 
Austria under it; and we pushed Spain, France, Mexico and 
Russia out of the present area of the United States. 

So much for isolationism under George Washington's 
foreign policy. 

Out of his 1400 words Washington used 800 of them to 
stress that “permanent, inveterate antipathies against par- 
ticular nations and passionate attachment for others, should 
be excluded.” Or, as Thomas Jefferson wrote from Paris to 
John Jay: “.. . no circumstances of morality, honor, interest 
or engagement are sufficient to authorize a secure alliance on 
any nation.” 

Yet today we seek the favor alike of the illiterate masses 
of Asia and Africa, the absolute monarchs of Araby, and 
the uncertain Neutralist Socialists from India to Israel, from 
Abyssinia to Zanzibar. We are even attempting to rebuy the 
friendship of the Communist dictators of Eastern Europe, 
on whom we have previously lavished more than two billions 
of our money since V-E Day. 

In fact, much of the 56 billion of foreign aid since 1945 
has been squandered to no purpose; for the very simple 
reason that we have never stopped long enough to try to 
figure out what our purposes might, or ought, to be. The 
untrue argument that the Soviets might play Santa Claus 
if we didn’t beat them to it, will not bear examination. 
Moscow's blandishments are such as the spider lavishes on 
the fly. Until we have such motivations, we need not play 
that game. 

As a business man with 42 years of international trading 
behind me, I do not hesitate to call our foreign aid policies 
a form of financial insanity; and most foreign business men, 
even those on the receiving end, agree with me. Government 
financing of foreign developments is the road to international! 
disaster. Overlook the fact that it is in part carried out by 
incompetents, as Vice-President Nixon just reported. Just 
iook at the reverse of the picture. Suppose British investments 
in American railroads a century ago had been governmental, 
instead of private. What would the Queen’s government have 
been tempted to do when we destroyed them during the War 
Between the States? 
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Wherever free nations establish a suitable climate for 
foreign investment, there will be plenty of American capital 
for development. Wherever they insist on business by govern- 
ment, the groundwork is being laid for seizure by strong- 
armed dictators. 

Exceptions to these foreign aid principles may be justified 
for political reasons, but such reasons should be clear and 
conclusive. 


We REJECT IMPERIALISM 


109 years ago we completed the conquest of the uninhabited 
lands to our West. Thereafter by purchase, and by vote of 
the inhabitants, we annexed Alaska and Hawaii. In 1898 we 
stubbed our toe and started haltingly down the road to 
Imperialism. Less than 20 years later, by the end of World 
War I, we had changed our minds by common consent, and 
were the only one of the victorious Allies to reject aggrandize- 
ment. 

Since 1899 we have freed Cuba, the Philippines and Puerto 
Rico, our Imperial mistakes of 1898. We have also freed 
France, Italy, Morocco, Belgium, Holland, Luxembourg, Ger- 
many, Austria, Japan, Thailand, Indonesia and Korea, and, 
I almost forgot, Monaco, all of which we conquered during 
World War II. 

So we stand, today, something unique in all history: the 
world’s first dominant military power to reject conquest, and 
seek no aggrandizement by war. 

What we seek of the rest of the world is only the oppor- 
tunity to maintain our independence “in harmony and a 
liberal intercourse with all nations” as Washington advised— 
in peace, if possible. But maintain it in peace or war, we will. 
Keeping in mind continued independence as our objective, 
sound policies become simple. 


THE END OF BOLSHEVISM 


I see but one power strong enough to threaten our secure 
independence. That is the Soviet Dictatorship. It is pledged 
in a thousand documents and by its atheistic, materialistic 
faith to subjugation of the whole world. 

As John Foster Dulles’ uncle (Wilson’s Secretary of State) , 
Robert Lansing, reported in 1919 to Henry Cabot Lodge, 
grandfather of our present U. N. ambassador: 

“,.. the purpose of the Bolsheviks is to subvert the existing 

principles of government and society the world over . . . 

They have built up a political machine, which, by the 

concentration of power in the hands of a few and the 

ruthlessness of its methods, suggests the Asiatic despotism 
of the early Tsars.” 

The Bolsheviks have confirmed this every day, and every 
month, and every year since then. So successful have they 
been in their beastliness, so many uncounted millions has 
their mere suspicion sent to execution, that one can only 
consider Lansing’s comparison an unwarranted reflection on 
Ivan the Terrible and Genghis Khan. 

Using the atheistic ideology of Marx, organized in a 
ruthless conspiracy of the utmost cruelty, they now rule more 
than 1/3 of mankind. They are well on their way to the 
seizure of a second third who live in South and Southeast 
Asia and the Middle East. 

Yet, we have the better ideology. Without propaganda and 
without conspiratorial organization, it flourishes in the hearts 
of the oppressed. Under extreme provocation it drives the 
unarmed farmers of China to turn on their oppressors, tear 
them limb from limb, and then flee to the guerrillas in the 
mountains. Under provocation, it drove the supposedly 
indoctrinated teenagers of Budapest to attack Russian tanks 
with bottles of gasoline. 
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When we somehow find leadership equally inspired by 
love of Freedom, faith in Man, and belief in God, our ideology 
will be irresistible. The evil Dictatorships of Moscow, Peking, 
and the other satellites will vanish. A New World will arise 
from the wreckage. 

Then, more than ever, we will need courage and wisdom 
to enforce that international law and order which alone can 
clear the way for reconstruction, and permit us and the world 
to live without the constant alarms of war. 


PAX AMERICANA 


To accomplish this we must insist that all nations observe 
minimum standards of law and equity in their international 
relations. When these are infringed, we must insist on ad- 
judication of the developing disputes before the International 
Court. And we should be ready to enforce compliance with 
its decisions either alone or in cooperation with other nations 
willing to accept our leadership. 

To turn from such a statement of general policies to the 
unpleasant realities of the present, what would this policy 
have meant in Poznan? in Budapest? in Suez? 

It would have meant previous contact with and armed aid 
to the rioters of Poznan, and the fighters of Budapest. 

Does that sound like a big order? Just bear in mind that 
the Soviet Union sent arms, money and direction to Com 
munist rebels all over the world. Did it get Moscow into 
war? Quite the contrary. Just as we did not retaliate with 
Nuclear War when we found Moscow rebels in Guatemala, 
or shooting Madame Quezon near Manila, or even in our 
own State Department, so a little counter-action on our part 
will not make the cold war hotter. In short, in this cock-eyed 
world, aid to rebels is not the road to war 

Next, what would it have meant in Suez? It would have 
meant the insistence on submission of all—repeat ALL—dis- 
putes in the Near and Middle East to the International Court 
We would inform recalcitrant nations that if they refused 
adjudication, they would find themselves lined up against 
their neighboring enemies, plus us. It would mean our Presi 
dent could attend to business instead of wearing himself out 
trying to play Solomon between all the many pressures, in- 
cluding, not least, our own Jewish voters, and our oillionaire 
campaign contributors. 

While it is true that most international problems are 
settled by negotiation, there remains a residue in which 
extreme emotion or cupidity prevents compromise. For those 
problems the alternatives to negotiation have always been 
either adjudication, or war, or continued disagreement. By 
introducing the politically composed and politically motivated 
U. N. as a new alternative, we seem to have enlarged the 
number of nations involved in each dispute, thus increasing 
the difficulty of a just settlement. 

Adjudication, that is, submission to arbitration or the Inter- 
national Court, has been the American tradition toward 
civilized nations. Especially should it be the first course of 
John Foster Dulles, former Chairman of the Carnegie Endow 
ment for International Peace, set up for that purpose. Toward 
the Soviet dictators we should exhibit unyielding firmness 

Commenting on Prime Minister MacMillan’s formal aban- 
donment of the “Empire on Which the Sun Never Sets” and 
his planned 50% cut in military forces, the editor of the 
N. Y. TIMES said, a week ago Sunday: Either we follow 
Britain’s example (“planned suicide” he called it) or a New 
Deal with the Kremlin (“planned surrender” as he did not 
call it). Failing to see any alternatives other than to be an 
atomic sitting duck or be rooked again by the Reds, he begged 
“Washington... (for) plans ... strong and simple.” Maybe 
he will like 
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My Sum Up 

First, we must aim to destroy the Soviet Dictatorship by 
means short of war, if possible. Let us therefore break relations 
with the Communist tyrannies and offer our friendship to their 
900 million subjects. 

Then, we must move to neutralize Soviet power by isolating 
it from the Free World, and by creating troubles for it that 
will drain its power and weaken its grip on the masses it 
enslaves. 

At the same time we must destroy its Fifth Column every- 
where, starting here at home 

Success in the above measures would be the surest pre- 
ventive of all-out war. 

As a further preventive we must leave no doubt that we 
wish to avoid war but will fight, rather than surrender piece- 
meal 

In this first phase of our Policy—the weakening and even- 
tual destruction of the Soviet Dictatorship—we should form 
alliances for the duration of that emergency only, in accord- 
ince with Washington's precepts. Because we are already 
involved in 42 alliances of one sort or another, we must, as 
George Washington said, fulfill them. That is, so long as 
our Allies do likewise, and only so long. 

In this prosperous world of 1957 we should regard with 
the utmost skepticism those so-called Allies who cannot pay 
their way, or whose reputation is so bad that they can neither 
borrow in the markets of the world, nor attract foreign enter- 
prise. Let's get our Government out of the business of taxing 
the American people to lend, or give, to Socialist dictatorships 
ibroad; or even democratic peoples who will neither tax 
themselves, nor raise the armed forces needed for their own 
defense. 

THE AMERICAN VISION 

Because we covet the land of no other nation, nor its people, 
nor its property—not even its oil or its wives—Washington’s 
admonition “that honesty is always the best policy” in public 
as in private affairs, still applies. Secret promises, secret be- 
trayals, secret diplomacy are not for us. 

As Washington said, we can offer “Harmony and a libcral 
intercourse” to all nations, except those who prefer to be our 
enemies. In such cases we should still offer that friendship 
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to their people, including the people behind the Iron Curtain, 
whom we should help to overthrow their tyrants. 

Washington said that because of “our detached and distant 
situation . . . the period is not far off when we may defy 
material injury from external annoyance . . . when we may 
choose peace or war, as our interest guided by justice, shall 
counsel.” 

That period arrived, as he predicted, after the War of 
1812. It lasted until the Wright Brothers flew at Kitty Hawk. 

There are no more “distant situations;” certainly not on 
this planet. And, maybe soon, not on the Moon. We can 
thank God that Washington was right; that our strength 
came first before “distant situations” were abolished. Let us 
pray for wisdom and courage in using that strength, and in 
exercising the world leadership which is ours, whether we 
wish it or not. 

In such a world as I have suggested, with American leader- 
ship dedicated to the cause of justice, the U. N. can serve a 
useful purpose. It should be a Town Meeting of the World; 
nothing more. 


BACK TO G. WASHINGTON AGAIN 


All this that I have outlined, is a shortened form of the 
Foreign Policy Statement of the Citizens’ Foreign Relations 
Committee, a group of Americans of diplomatic, military and 
foreign affairs backgrounds. 

It is a return to the advice of George Washington; modified 
by the fact that the farthest spot in the world is today closer 
to our Capital than New York was in his day, or than Mexico 
was when Monroe proclaimed his Doctrine’ I do not suggest 
that an agreed-on set of national objectives and overall 
policies for their gradual attainment, is all we need. Of 
course, we need intelligent, competent, even brilliant, and, 
above all, dedicated Americans to carry them out. But no 
amount of competence, intelligence, or even dedication can 
save us from eventual disaster unless all work as a team toward 
stated goals, with unified efforts. 

With wisdom to match our strength, and courage to match 
our traditions, we may now turn from binding wounds to 
preventing them. We are the first people in history to be 
offered this opportunity. Do we have the vision to grasp it? 


Responsibilities of American 


The Free World 


THE COMMUNIST CHALLENGE IS AIMED DIRECTLY AT US 
By T. S. PETERSEN, President, Standard Oil Company of California, San Francisco, California 


Delivered before Dallas Chapter, Society for the Advancement of Management, Dallas, Texas, April 24, 1957 


HANK YOU, Mr. Chairman, and good afternoon, 
friends. While it has become something of a cliche for 
speaker to say, “I’m glad to be here,” I'm going to 

take that risk and tell you, I am glad to be here. 

Though we don’t always admit it, I think that we Cali- 
fornians and Texans share a great deal in common. We're 
both big, and we both think big. We're both booming 
industrially, we're both oil states. So coming here to Texas 
means visiting with people with whom we see eye to eye, and 
of course your famous Texas hospitality makes it all the 
more pleasant. 

Now because of the fact that we both have coastlines, 
both are proximate to foreign lands, both do business in 
foreign markets, we Californians and Texans have another 


important thing in common. That is a growing awareness 
that our destinies are no longer entirely self-determined as 
they used to be, but are now linked in many ways to de- 
velopments in foreign lands. The upheaval in our oil industries 
following the Suez closure is certainly a graphic example 
of that. 

So what I want to talk about today is something related 
to this picture—how you and I, as members of management, 
have a whole new, broad responsibility, to assess developments 
abroad, and fit them into the pattern of our own operations; 
and to encourage the right kind of developments abroad, 
so that their impact on us will be all for the better. And | 
am thinking here particularly of what we can do to en- 
courage American investment abroad, to encourage in turn 
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the development of strong, democratic institutions in other 
parts of the Free World. 

Much of what America means to the rest of the world is 
of your doing—not the President's doing, or the Secretary of 
State’s doing, but yours. The technological skill and capacity 
which have made it possible for 40 per cent of the world’s 
goods to be manufactured and consumed by only 6 per cent 
of its population are represented in this room. It is to you 
that hundreds of millions of people look for the answers to 
the problems that engulf them and their countries. 

As members of American industrial management, you are 
custodians of our country’s most wanted commodity—the 
capacity to help develop the underdeveloped parts of the world. 
Your interest in this is, I believe, basically enlightened self- 
interest. The United States economy is dynamic; it must 
constantly grow. Its growth cannot be maintained in a static 
world. There must be corresponding growth abroad. 

Our free economic institutions require expanding oppor- 
tunity in an ever-improving world economic environment. I 
believe that free enterprise and democracy here at home will 
not continue to prosper unless we in business—private citizens 
apart from Government—take the responsibility of con- 
tributing to this process of growth. 

It is a schoolbook truism that the political revolution which 
created the United States has had a greater influence for 
good on the rest of the non-Communist world than any other 
single political event in history. That influence is still visibly 
strong and vital. Within the past 10 years nations comprising 
half a billion people have borrowed the U. S. Constitution 
almost bodily as the framework of their new, free societies. 

We here, however, are more particularly concerned with 
the economic revolution which our country has let loose upon 
the world. This revolution has given the American people 
the world’s highest living standard, a standard which, in- 
cidentally, doubles every 40 years. Every day we learn of 
some new enlargement of our economic potential. New 
products cascade onto the market; whole new systems of 
production, such as automation, bring new forces into play. 

We in the management of industry are fully aware of the 
impact of these changing and expanding forces on the 
domestic American market, for it is our function to direct 
them. I wonder, however, if we are sufficiently aware that 
they constitute the most powerful foreign policy asset of 
the United States. 

Many foreigners have been heard to express mistrust of 
the material success of this country. But that doesn’t mean 
they are not eager to borrow from and pattern after us! 
Even the Communists find much to learn here, as Khrushchev 
admits now and then at cocktail parties. We would be less 
than hard-headed if we failed to make the utmost use of our 
economic capacity to advance our national interests. 

So here we come to a fundamental question: What are 
our objectives in the world? To make the United States 
secure, certainly. But we cannot hope to do that by military 
strength alone. Government pays out billions of dollars every 
year to American industry to design and develop the weapons 
and facilities of our armed forces, and industry not only 
builds them, but our companies pay in taxes a large share 
of their heavy cost. 

Yet clearly the responsibility of American industry and its 
management toward an effective, strong and peaceful foreign 
policy for the United States goes far beyond forging its 
weapons. 

There is, for example, the necessity of obtaining readily 
available supplies of raw materials. Both the requirements of 
our military security and our peacetime needs have accelerated 
the demand for these. We must import virtually all our 
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requirements for natural rubber, manganese, chromium and 
tin, much of the bauxite and uranium we use, and substantial 
percentages of our lead, zinc, copper, iron ore, lumber and 
petroleum supplies. 

The task of producing and bringing in these raw materials 
falls in large part to American industry, with the Govern- 
ment constantly pressing it to expand its long-term plans 
for developing foreign suppiies. Since the United States con 
sumes about half of the raw materials used by the entir 
free world, this responsibility is an enormous one. 

Aside from the importance of securing the raw materials, 
industry and its management are bound to recognize that the 
development of the countries in which these materials are 
found is a good thing in itself. An increase in their prosperity 
leads to an increase in ours by stimulating demand for 
American goods. 

We hardly have to remind ourselves that the over-all level 
at which we trade, the volume of goods we sell in foreign 
markets and the volume we buy in them, has a determining 
effect on our domestic economic strength. Overseas invest- 
ments of money, energy and brainpower by American cor- 
porations stimulate this health-giving flow of trade. Com- 
mercial exports from this country now account for about 17 
billion dollars’ worth of the nation’s yearly business. President 
Eisenhower was in dead earnest in saying: 

“If we fail in our trade policy, we fail in all. Our domestic 
employment, our standard of living, our security and the 
solidarity of the free world—all are involved.” 

Other countries obtain the dollars to pay for our goods 
in, of course, a variety of ways. One of the ways we are 
particularly concerned with today is through the development 
of their own economies made possible by American private 
investments. 

It is a somewhat disquieting fact that, since the war, in- 
vestments abroad of long- and short-term capital by private 
U. S. investors have financed, on the average, only about 7.5 
per cent of our exports. We are investing overseas at the 
modest (for us) rate of about a billion dollars a year, only 
60 per cent of that representing new capital, the other 40 
per cent reinvestment of foreign earnings. 

All told, Americans have about 50 billion dollars invested 
abroad. (Practically all of this money has come from cor- 
porations, since so-called portfolio investments by private 
individuals in foreign bonds or stocks have never recovered 
their former popularity, after the mass defaults of the 1930's. ) 

While the outflow of American capital each year is sub- 
stantial, is it as great as it could be? I think not. There is no 
doubt in my mind that the uniquely productive United 
States economy could put three or four times as much into 
the development of overseas enterprises as it is currently 
doing. 

Such enlarged participation by American corporations in 
overseas investment would be desirable for a number of 
reasons. One obvious reason is that the more private invest- 
ment we have, the less we need to spend for Government 
foreign aid programs. 

On this point, a committee headed by Ben Fairless which 
recently reported to the President on the foreign aid program 
reached this conclusion: (quote) 

“Foreign investment of private capital is far more desirable 
than investment by government . . . Such investments provide 
much more than capital to the cause of economic develop- 
ment, for they carry with them the initiative, the managerial 
skill and the technical aptitude which have proven of great 
worth to the American economy.” (end of quotation) 

Private investments and foreign aid spending have in 
common the objectives of enlarging the area of free enterprise 
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and strengthening the countries to which the money goes. 
But the differences between these two forms of economic 
development abroad should be of lively concern to all citizens, 
particularly businessmen responsible for meeting the heavy 
burden of Federal corporate taxes. 

Private foreign investments create benefits. which truly 
increase the wealth of the host country. Among these benefits 
ure, of course, new tax bases, new employment, the opportunity 
to acquire American industrial techniques, and a number of 
other values that I shall speak about later. 

At the same time, by returning profits to the investing 
corporation, overseas investments add to the wealth of 
American stockholders. The 2,500 corporations of this coun- 
try which have interests abroad number their stockholders in 
the millions. These are also, of course, taxpayers, sharing in 
the coral burden of paying for foreign aid expenditures. One 
way or another, each of us is an investor overseas. 

Some 50 billion dollars have been expended on foreign 
economic and military aid in the past 10 years. That repre- 
sents an out-of-pocket payment by the taxpayer with no 
direct payback. This is not to say that there is no indirect 
economic return to the United States economy from foreign 
aid. The 50 billion not only has promoted our military security 
ind raised world-wide levels of economic activity; part of it 
has come back home in the form of payments made by foreign 
countries for goods and services purchased from American 
sellers. Indeed, around a quarter of our exports are financed 
by foreign aid dollars. 

No qualified and unprejudiced observer regards the whole 
foreign aid program as one big rathole down which all the 
dollars simply disappear. But any qualified observer will 
agree with the Fairless committee that the less Government 
iid and the more private investment abroad, the better. 

Accepting the fact that we are in for a long period of 
continuing demands for economic assistance to the under- 
developed countries, it would seem the plain part of good 
sense for industry to shoulder all that it profitably can. It is 
my sincere belief that this is in the best interests of the 
free enterprise system. 

It is peculiarly the obligation of American management to 
promote free enterprise abroad. We cannot fairly leave that 
job to diplomats and the Voice of America. The 3,500 men 
ind women in the State Department and the International 

Cooperation Administration who expend foreign aid funds 
cannot be expected to provide the best managerial knowledge 
ind skill that foreign countries seek from America. 

True, diplomats can provide funds in quantity so long as 
Congress votes them. But money is not everything; it is 
perhaps the Jeast scarce of all the commodities needed to do 
a good job. 

So I suggest that American management, by stepping up 
the pace of foreign investment, would greatly help to advance 
the broad objectives of American policy. 

Foreign investment, furthermore, can be a profitable field 
for your corporate growth. Since the war, the average rate of 
return on total direct foreign investments by U. S. corpora- 
tions has generally run above the domestic rate. Since 1951, 
for example, returns from abroad have averaged about 15 
per cent of investment, as compared to a domestic rate of 
roughly 11 per cent. 

Not only are the foreign fields profitable in themselves, 
but frequently profits from abroad cover the margin between 
a merely good and a highly successful year in the over-all 
results of a corporation's activity. 

You are more than casually familiar, here in Dallas, with 
the American search for oil overseas, and of course so am I, 
for my company has been very active in that search. Billions 
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have been invested in this effort by some 30 American oil 
companies. Considerably more than half of all postwar in- 
vestments abroad by private American companies have been 
made by the oil industry in exploration, and in production, 
refining, sales and marketing facilities. The program has been 
tremendous, and it has transformed the economic and social 
character of great regions of the earth. 

Why has the American oil industry been responsible for 
this?-One of the weightiest reasons is that almost any venture 
for oil requires a very sizable investment. In the case of 
underdeveloped countries with average incomes of, say, $200 
a year or less, there simply isn’t enough capital to be had 
for such enterprises, quite apart from the lack of know-how. 

Certainly, U. S. oil companies have played the dominant 
role in opening up and developing the great reserves of 
Saudi Arabia, Bahrain Island, Kuwait, Venezuela and Sumatra. 

American companies that have ventured into the produc- 
tion of oil abroad have had to make sure of one thing above 
all others—a secure prospect of getting out their profits, if 
any. When management risks large amounts of money in 
geological exploration, field production, pipelines and ter- 
minals, it must have a secure prospect of getting its money 
back. 

An investment of such magnitude can be justified only if 
the investing corporation and the government of the host 
country reach an agreement laying down the rules of the 
game. Such agreements covering oil exploration and produc- 
tion are almost universal. Usually they run for a sufficiently 
long period of time to permit proper exploration and develop- 
ment and are regarded as a guarantee of the respective rights 
and obligations of the parties. 

The government of any underdeveloped country desiring 
investments by the American oil industry—or any other 
industry—for the development of its economy needs to ask 
itself one question: Is its word as good as its bond? Here 
is the very heart of the problem. Private investments (as 
contrasted with U. S. government aid) are totally dependent 
upon the recognition of the sanctity of contracts. A foreign 
government that offers assurance of equitable treatment 
to American companies on terms not subject to change at 
a passing political whim will not suffer from lack of investor 
interest. 

This, then, is the first and most basic condition—the 
assurance of a favorable climate for free enterprise. Without 
that assurance no private company can exist abroad—or for 
that matter at home. 

In some countries it is necessary to establish the free- 
enterprise terms of business by written, long-term contracts 
with the government. Even though these governments are 
frankly socialistic in some of their long-range national 
planning, arrangements can be made with them which war- 
rant the capital risks involved. 

There are, of course, countries with great economic po- 
tentialities, which are unfriendly to the entry of capital on 
free-enterprise terms. Deluded by nationalistic slogans, misled 
by politicians, these nations have stymied their development 
by laws which either discourage or forbid American and other 
foreign corporations to engage in operations. You may have 
heard the phrase used to excite popular hostility toward the 
entry of foreign capital in some Latin American countries: 
“They must not be allowed to alienate the patrimony of the 
nation.” And what's the result of this? The people of the 
nation do not get the material benefits which would com: 
from developing the patrimony which is theirs. 

On the other hand, certain Latin countries which have 
encouraged and welcomed a substantial inflow of American 
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capital have seen their standards of living rise and flourish, 
as in Venezuela, for example. 

All of what I have just been saying boils down to an 
ancient and indispensable principle of business, that the 
foundation of trust and faith is the belief that agreements 
and contracts will be honored. 

Subordinate to this great, invigorating principle are other, 
more specific conditions that are desirable for the attraction 
of American foreign invesment. Some of these conditions 
are: 

That a rate of return on investment, fully commensurate 
with the risk taken, is justifiable. 

That foreign corporation and other taxes be at a level 
designed to attract capital from other countries. Certainly, 
to attract U. S. investment, these taxes could well be lower 
than the United States rates, in order to compensate for 
the increased risks involved in a foreign venture. Definitely, 
the foreign rate should be no higher than the U. S., for 
obvious reasons. 

As I’m sure you all know, our U. S. tax laws have en- 
couraged foreign investment by permitting investors to credit 
foreign taxes against their U. S. returns. Moreover, the 
Administration is currently advocating a reduction in U. S. 
taxes on income from foreign sources, in order to encourage 
a greater flow of American capital abroad. 

Foreign countries can also help to stimulate this flow by 
patterning their tax structure accordingly. 

Other conditions are: 

That capital and profits may be repatriated without undue 
penalties in the form of currency restrictions. 

That control of management remain in the hands of the 
investors. 

That the foreign investor have equal standing with local 
business, free of discrimination by local government. 

Where you have these conditions present, American capital 
can go to work with good prospects of success. 

Now I have been dwelling on the assurances that we, as 
custodians of the American stockholders’ money, have to 
ask of the foreign country. Now, what about their demands 
on us? 

It is pretty much of a truism that, in the long run, the 
success of an enterprise abroad must be judged in the light 
of its relations to the host country. Such an enterprise should 
not be out to exploit, but rather to create wealth which will 
be shared by the host country's citizens. Properly managed, 
the foreign enterprise must strive to convince the host that 
it is promoting economic and social development in an orderly 
way. Once this conviction is achieved, cooperation for long- 
run survival is most likely to follow. 


Foremost among desirable management policies I would 
list are these: 

1. Nondiscrimination in treatment of nationals. This in- 
volves their logical desire to receive equal pay for equal work. 
A nondiscrimination policy is not easy to work out, since 
part of the inducement to Americans to work overseas must 
be a higher wage. Company managements make an effort 
to train local employees to handle all jobs in certain categories 
sO as to minimize reliance on expatriate personnel. 

2. Open camp policy. This means making your residential 
area a part of the community, without fences or compounds. 
Providing language classes for American employees; stressing 
their obligation, as visitors, to conform to the community, 
to get acquainted, but to avoid taking part in local politics. 

3. Encouraging the development of local contractors. This 
is one of the most promising means of weaving your enter- 
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prise into the warp and woof of the host country. As time 
ZX. on, the possibilities multiply—more and more of the 
commodities and services you need can be obtained locally 
if you encourage the growth of a local business class. Ulti- 
mately, the economic development of underdeveloped coun- 
tries comes down to the need of a middle class of competent, 
enterprising businessmen; the lack of such a class can be 
one of the greatest handicaps under which these countries 


labor. 


4. Assisting educational programs, both for local training 
and for the training of foreign nationals in the United States. 
All told, some 35,000 foreign students come to the schools, 
colleges and universities of the United States every year. 
Companies which take their due part in this training effort 
can expect to reap considerable benefit from it both in 
good will and in the strengthening of the quality of their 
technical personnel. 

Finally, it is worth remarking that every new venture by 
an American company into business abroad can contribute 
to the acceptance of American-style democratic institutions 
by the host countries. The more of us who venture into foreign 
fields, the greater the opportunity to demonstrate what con- 
structive American investment has to offer any country, 
thereby encouraging a favorable climate of investment for 
everyone. Likewise, by exporting not merely one particular 
kind of business such as oil, or steel—but ail kinds, as many as 
we can—we can broaden and enrich the living standards in 
foreign lands, and thus contribute to the strength of the 
private enterprise system everywhere. 

To return to my opening theme, I suppose the chief reason 
for my deep convictions regarding American Management's 
responsibility toward the political and social development of 
underdeveloped countries may be put this way: 

In the world-wide political struggle between freedom and 
Communism, our country has wisely recognized that the 
security of any one nation is dependent upon the security 
of all. The same is true in the world-wide economic struggle: 
the challenge which international Communism has laid down 
to our system of private enterprise leaves us no alternative 
but to aid in strengthening other free countries, to insure 
the survival of all. 

The Communist challenge is aimed directly at you and 
me, the representatives of the management of American 
industry. We cannot ignore it, and it is not being ignored 
the vast sums that Government is spending on economic 
assistance are proof of that. 

If we were the exploiting, Wall-street imperialists that 
the Marxists say we are, we would undoubtedly refuse to let 
government spend a nickel on the upbuilding of foreign 
economies, and we would seek to grab only the best pickings 
abroad for our selfish and ruthless exploitation. 

You and I know that the Marxist portrait of American 
management is completely and viciously false. We know 
what we are, the stewards of the mightiest force in the 
material world, the force of modern American industrial 
technology. Its great energies and soaring capacities are 
steadily altering the very terms of mankind's existence. 
Dwellers in the rude villages of the world’s forgotten places 
have heard what we can do. They now look—openly or 
secretly—westward, northward, eastward to us to lift them 
out of age-old drudgery and help them to the means of 
economic self-betterment. 

No former age has offered so great an opportunity for 
reshaping world societies as this age offers to the free- 
enterprising men of American management. 
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Strengthening the Free World 


ROLE TO BE PLAYED BY AMERICAN ENTERPRISE 
By TRAN VAN CHUONG, Ambassador of Viet Nam to the United States 


Delivered before the Far East-America Council of Commerce and Industry, New Y ork City, April 11, 1957 


AM CERTAINLY not a speaker, nor an economist! 

Yet, | have accepted your invitation to address your Far 

East-America Council on Commerce and Industry for 
[WO reasons 

First, it is very difficult for me to refuse an invitation in this 
great friendly country of yours! 

Second, I know the importance of your group. 

Therefore, I cannot resist the temptation of trying to get 
across to you a few simple ideas about a matter of common 
concern to those among Asians who know that Communism 
is a mortal danger and count on American leadership to stop it. 

You are certainly very concerned about the explosive situa- 
tion in the Middle East, about the vacuum left there by the 
withdrawal of former Colonial powers. You are certainly con- 
cerned to see that in such a vacuum, a country as weak and 
small as Egypt can defy such Western nations as France and 
Great Britain, your strongest allies, and even disrupt their 
economic life 

Let me tell you that there is the same vacuum almost every- 
where else in Asia and Africa, that it must be filled if we are 
to survive, and that it cannot be filled by any government un- 
less you, American leaders and businessmen, are more aware 
of your own importance in such circumstances. 

What I want to propose is a new concept of American 
leadership, of American security and of human solidarity, a 
new and juster concept in which you, as members of an elite, 
of a powerful minority in the most powerful nation of the 
world, can play the major role, and can gain by doing it a 
tremendous amount of prestige, influence and extra wealth. 

To understand it, we must first realize what is the basic 
cause of that vacuum of strength and power in Asia and 
Atrica and what can fill it. 

What is the basic cause of that vacuum? 

I am afraid it is isolationism, and first of all Asian and Euro- 
pean isolationism. 

It all began with Asian isolationism. Two or three centuries 
ago, Asians were so proud of their old culture and civilization 
that they did not want to have anything to do with the West, 
with what they called the barbarian and, maybe, the under- 
developed or backward men and countries of the West. They 
closed their borders against them and did not learn anything 
of the industrial revolution which gave material wealth and 
power to the West! 

Thus, Asian isolationism led to the conquest of Asia by the 
West! 

The Europeans, too, were isolationist in that they kept for 
themselves and their countries the secret of their success, that 
is their ability to transform their natural resources into power 
and to multiply things with machines. This is the direct cause 
of that vacuum of wealth and strength in Asia which first 
helped the West to maintain its world domination until 
World War II, but has since turned out to be the greatest 
danger to its own freedom because Communism thrives on 
weakness and poverty, and has become a mortal danger to 
every nation. 

Thus, Asia's vacuum of wealth and strength, or Asia's vul- 


nerability to Communist propaganda and Communist con- 
quest, has been created by Asian and European isolationism, 
or selfishness. 

* > * 

I must now say that this state of things has been aggravated 
by American isolationism although the United States is the 
most idealistic and generous nation in the world. 

Twice the United States saved the world! Twice it thus 
gained a tremendous amount of prestige and power, a unique 
position of world supremacy which it could have used with 
more determination to promote a better, wealthier and more 
secure world for itself and for all mankind. But twice it be- 
came homesick too soon! 

The Korean War, for instance, was caused by American 
homesickness, by American unwillingness to accept world 
leadership and its responsibilities almost as much as by Com- 
munist duplicity and greed; and the Korean War_ caused 
many Asians to become neutralist by causing them to doubt 
Western determination and ability to help them sufficiently 
and to protect them properly, and in time, against the Com- 
munists. 

This doubt is indeed one of the reasons why too many 
Asian countries have been even more inclined to side with 
the Communist than with the Western World in the Middle 
East crisis! 

Thus, Asian, European and American isolationism, or lack 
of human solidarity, has been the primary source, the basic 
cause of all our present troubles, of the present insecurity of 
the world. 

* * . 
What can be done to remedy such a tragic situation? 

Only human solidarity, not external strength, can repair 
what isolationism or selfishness has done. 

It would be a tragic error to believe that external strength 
could fill Asia’s vacuum of wealth and power or cure Asia's 
vulnerability to Communist penetration and conquest. 

Only aid and investments can fill that vacuum and really 
cure that vulnerability and weakness! 

Of course, atomic supremacy, nuclear weapons, guided 
missiles, military bases and alliances are absolutely necessary 
in that they can deter an outright attack, a Communist aggres- 
sion grave enough and sufficiently well defined to impel! the 
West into a retaliation that may provoke a suicidal world war 
But the Russians and the Chinese are not stupid enough ever 
to launch any such aggression or attack when they can con- 
quer one by one all the under-developed and weak countries 
of the Free World by merely filling with their own aid Asia's 
vacuum of wealth and strength. 

In this way, they have made of North Viet Nam a Com- 
munist satellite without losing one soldier! 

Without losing one soldier and by merely helping and 
arming Chinese and Koreans, the Russians could cause the 
United States to lose in the Korean War 18 billion dollars, 
33,000 killed, 103,000 wounded and much prestige and in- 
fluence in Asia! 

And now, without having to fire a single shot and only by 
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helping one of the weakest countries in the world, they have 
enabled it to defy the Western World, to disrupt its eco- 
nomic life, to weaken the Grand Western Alliance! 

While the West has indulged in reliance on the deterrent 
power of its weapons, the Communists have kept gaining 
ground by merely helping and arming the discontented nations 
of Asia! 

It would be a disastrous error to believe that Communist 
countries cannot compete with the West in foreign aid be- 
cause they are so much poorer, that consequently we have not 
to worry much about the danger of their competition. 

They are much poorer and less generous indeed, but they 
can spend much more in foreign aid because they are ruled by 
powerful dictators who do not have to obey any Congress and 
who know that foreign aid is for them the best, the most 
effective and the most economical way of expanding Com- 
munism throughout the world, of conquering Asia little by 
little, of thus achieving without risk their ultimate goal of 
world conquest. 

The United States is much richer than Russia and China, but 
its government can spend in foreign aid only about one hun- 
dredth of its gross national income because its tax-payers and 
voters have really the power and do not like foreign aid, as 
all other tax-payers and voters in the world! 

Last year, for instance, President Eisenhower wisely warned 
that one dollar in aid is worth five dollars in weapons but 
could not prevent his foreign aid program from being cut 
and his air force program from being increased by about one 
billion dollars in spite of his warning! 

Therefore the American Government cannot give sufficient 
aid even when it knows that foreign aid is indeed mutual aid 
and American defense, that unwise economy in such matters 
may be most dangerous to the United States itself and may 
cause another disastrous loss for the Free World or another 
“Korea War” that would cost much more to the American 
tax-payer and to American families! 

The American Government knows, for instance, that Amer- 
ican aid has enabled President Ngo dinh Diem to achieve al- 
most miraculous successes in Viet Nam, to save it for the Free 
World, to resettle 860,000 refugees, to defeat the feudal sects, 
to put an end to internal insecurity, to discover hundreds of 
depots of arms and thousands of Viet Minh cadres that the 
Communists had left behind them, after the Geneva Armistice, 
to prepare a Communist subversion. 

Yet, in spite of that success, American aid to Viet Nam has 
been cut by 2/3 during these last two and a half years; from 
about eight hundred million dollars in 1954 to about two 
hundred and fifty million a year now. 

Exactly as in South Korea before the Korea War, however, 
South Viet Nam needs greater help to meet the Communist 
military build-up on its northern borders! 

* * * 

For all these reasons, American governmental aid is most 
necessary to the defense of the Free World and of the United 
States itself, but it has such grave inherent limitations in spite 
of the American Government that we cannot rely solely on it 
to build up the defense of a country, we cannot go very far and 
very long with ounces of uncertain aid wrapped up in pounds 
of red tape. 

That is why governmental aid must be completed by private 
initiative and investments: they are absolutely necessary to 
give an underdeveloped country a minimum of industrial 
equipment without which it cannot raise the living standard 
of its people and keep an army strong enough to defend its 
frontiers. 

Fortunately for us all, there are in the United States many 
men, groups, corporations and foundations that are wise 
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enough to see what the majority of the people cannot see, and 
rich and powerful enough to do for themselves, for their 
country and for the world what their own government cannot 
do. 

Therefore, I must tell you: more than any others, perhaps 
even more than your own government, you, American leaders 
and busimessmen, can stop Communism, help your country, 
your human brothers and yourselves by merely realizing that 
you can make greater profits in producing in Asia, for mstance, 
more bicycles for Asians than in producing in the United 
States a second car or a second TV set for each American 
family. 

Of course, I am not inviting you to any economic conquest, 
but to a true profitable association. 

The United States is the country that can best realize such 
an association because it is the country which owes an im- 
portant part of its economic prosperity to a juster association 
between capital, management and labor. It is the country 
where a Henry Ford realized that he could make greater profits 
for himself by paying higher wages to his workers than by 
exploiting them. 

You will do the same with countries that have plenty of 
almost untapped natural resources but lack capital invest- 
ments and technical knowledge to transform them into power 
and wealth. You will do it for our common interest and safety. 

* * * 

All this, you already know. 

You already know that American aid has led many Ameri 
can firms to very successful enterprises in Europe, in the 
Philippines, in Japan... 

What I would like you to know better is that it is absolutely 
mecessary that you do it more resolutely and more sys 
tematically in other Asian countries as well; you should do it 
as a matter of policy and not only as a matter of business. Y ou 
would then discover that Viet Nam, for instance, can be a 
gold mine for many American enterprises. 

Indeed, Viet Nam is an ideal country for an experiment of 
this kind. 

It is not a barren, poverty-stricken country as many Asian 
countries are. On the contrary, it is a green, fertile country 
which has been able to resettle 860,000 refugees and could 
receive a few million more! It is a favored country where 
people are never cold nor hungry. 

The people are cooperative, intelligent and active. They 
have the gentleness of the Thai and the Indonesians, with the 
dynamism of the Chinese. 

And they are not half ready to surrender to the Communists 

I also would like you to realize that you should not wait 
in an armchair for our people to bring to you keys and maps 
for American penetration and influence. You have enough 
experience and money to do it yourselves and our Administra 
tion, alas, has other urgent tasks, against the Communists. 

Please, do not forget that Saudi Arabia's oil has not been 
brought to ARAMCO on a tray! ... 

Each great firm or foundation has only to decide, as 
matter of policy, to devote a small percentage, 5% for in 
stance, of its profits or revenue to some survey, planning 
study, investment or development program, in one of the 
distant countries that must be strengthened against Com 
munism, and it would soon discover that it is absolutely im 
possible not to make great profits in Viet Nam, for instance, 
in producing in Viet Nam for a virgin market of twelve 
million people who have had to import almost everything 
from abroad until now. 

* > * 

Indeed, the primary source of all our present troubles, the 

basic cause of the insecurity of the world is the neglect or 









504 
failure of the West to share with Asia and Africa its ability 
to multiply its strength and wealth with machines. 

You, Americans, are not responsible for it but you have to 
repair it for your own safety; you alone have enough extra 
wealth and power to do it on a great scale; and you have at 
the same time enough idealism and realism to realize that 
nly human solidarity can repair what selfishness has done. 

American advisors keep saying to Asian leaders: to stop 
Communism, you should make a land reform in order to re- 


distribute property more equally and to alleviate the poverty 


ind discontent of the masses. 


VITAL SPEECHES OF THE DAY 


Let me tell you also: You too are threatened and you know 
that in this age of jet planes you are no longer protected by 
oceans! You, too, should do some kind of land reform with 
the rest of the world! I do not ask you to share any part of 
your blessed land although it is giving you much more food 
and goods than you can consume, sell, store, give away, or 
reasonably destroy! I am only inviting you to extend sys- 
tematically to the rest of the Free World, for your own bene- 
fit and safety, a very small part of your excess of productivity, 
with the spirit and methods that have made American 
democracy, American greatness and American prosperity. 


The Ideas That Made America 


THE PHILOSOPHICAL TRADITION UPON WHICH OUR HERITAGE RESTS 
By REV. GRARD GRAY GRANT, S. J., Associate Professor of Philosophy, Loyola University, Chicago, Illinois 


Delivered to the Serra Club of Chicago, Illimois, February 22, 1957 


little known aspect of American history, but one which 

is very important to us. I have often started this talk 
by reminding people that ideas have consequences. If you 
teach a young boy that lying is smart, he will grow up to be 
: liar. If you teach him to regard his parents as old fogies, 
1¢ will. If you teach him that his country is worth dying for, 
then you may have a Nathan Hale. This country of ours is 
founded upon a whole system of ideas and there is some 
danger that in losing sight of those ideas we might com- 
pletely divorce ourselves from the tradition upon which we 
rest and hence lose complete contact with the things that 
give vitality to this country. 

I imagine most of you have heard of Mr. Walter Lippmann, 
the commentator and political analyst. 1 believe Mr. Lippmann 
is one of the sound thinkers of our time. In his last book, 
called The Public Philosophy, Mr. Lippmann pointed out that 
a people must keep alive the philosophical tradition upon 
which their heritage rests or they lose the heritage. It may take 
time. There is such a thing as social inertia; and just as 
you can set a ball rolling and it will roll on a smooth surface 
for quite a while without another push, so human beings 
can go along drawing heavily upon their past but contributing 
nothing to it. Daily and yearly they lose more and more con- 
tact with the things that made them. That is by way of intro- 
duction and when I have come to the end I think you will 
see what Mr. Lippmann meant. 

Now to the story. Historians, social scientists, political 
scientists, and others were always fascinated by this unusual 
fact, that in our Declaration of Independence and in our 
Constitution there is found embedded a whole system of 


Tic STORY I am going to tell you concerns a very 


what we call scholastic philosophy. I think most of you 
know what is meant by scholastic philosophy. The name is 
a poor one. “Scholastic” refers to the school men, who were 


the instructors and professors in the universities of the Middle 
Ages. Scholastic philosophy was not one philosophy; but a 
whole group of philosophies, alike in their basic position, but 
vastly different in their development. 

The most famous of the scholastic philosophers was Thomas 
Aquinas, but there were others, men like Bonaventure and 
Duns Scotus. Essentially the matter goes back to the ancient 
Greeks—Zeno, Plato, and principally to Aristotle. From Plato 
came St. Augustine’s thinking which remained a vital force 
in the intellectual life right to the end of the Middle Ages 


and is still kept alive in some of our universities, such as Villa- 
nova. But Thomas had partaken heavily of Aristotle, and 
most of the Middle Ages schools of philosophy traced their 
heritage back to that great mind. 

In the Middle Ages philosophy and theology were the 
heart of the university system. When the Reformation came, 
theology, of course was banished from the universities in 
Protestant countries. Oddly enough, in some places they kept 
the scholastic philosophy alive, notably at Edinburgh and 
Glasgow, in Scotland. There they were in the unusual position 
of defending predestination in theology at one moment and 
free will in philosophy at another. The two are not com- 
patible, as you know, because predestination presumes a lack 
of freedom. However that might be, they kept the scholastic 
tradition alive. 

When the American colonists came to this country they 
were for the most part representatives of those sects in 
England called Dissenters and that is precisely why they came 
to this country, because they suffered many of the disabilities 
that Catholics did in England. They were unhappy with the 
church state and the state church and they wanted inde- 
pendence in religious matters. They came here and one of 
the first things they did, of course, was to found little semi- 
naries for the training of their ministers. The professors in 
those institutions had all come from Glasgow and Edinburgh. 
When they sent men abroad for further study to come back 
and teach, it was to the universities in the mother country 
that they sent them. There were seven of those colonial colleges. 
Today t have all grown into great universities: Harvard, 
Brown, and Yale, King’s College which is now called Columbia, 
the College of New Jersey which is now Princeton, Penn's 
College which is the University of Pennsylvania, and William 
and Mary down in Virginia. Those seven furnished the in- 
tellectual stimulus for this growing nation. 

Now we return to the puzzle that confronted the Catholic 
thinkers. For a great while they thought that they had 
discovered the origin of Jefferson’s thought in a volume 
which he had in his library at that magnificent home called 
Monticello he built on top of a mountain overlooking the 
Shenandoah Valley. The volume was a copy of Filmer's de- 
bates. Filmer was an Englishman and an apologist for James | 
of England, the King who first put forth most cogently the 
purely pagan notion of the divine rights of kings. He had 
been challenged by a young Jesuit priest teaching in Europe 
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who wrote in reply to reject his position. The young priest's 

mame was Father Robert Bellarmine, later to be canonized 
as a doctor of the church. Filmer had the courtesy, while he 
was defending James I, of quoting Bellarmine at great length 
and it was the passages from Bellarmine in Filmer’s debates 
that were heavily annotated in Jefferson’s own hand. 

Thus for a while historians thought this must be the con- 
nection, this must have been where Jefferson found the germ 
of the ideas that he put into the Declaration of Independence. 
But it remained for Dr. James J. Walsh, former seminary 
student who had to leave because of ill health, later a physician 
of note and a historian of no small stature, to uncover the 
whole story. He went to those seven colleges and probed 
into their libraries and came up with some fascinating data. 
He found that all through the colonial times those seven col- 
leges were teaching scholastic philosophy much as we teach 
it today at Loyola, DePaul, Notre Dame, Georgetown, or 
where have you. Moreover, they even taught it in Latin. The 
disputations which constituted their graduation ceremonies 
were all conducted in Latin. The student had to be fluent in 
that language to succeed at all. 

Now we know that of the men who signed the Declaration 
and the Constitution, perhaps 50 per cent had gone to those 
colleges and the other 50 per cent with one exception had 
all been tutored locally by the Protestant minister who was 
himself a graduate of those schools. The one exception, of 
course, was Charles Carroll who went to St. Omar's where 
he was taught that same system of philosophy. Thus, gentle- 
men, you see, the story is this: the reason we have a Constitu- 
tion written the way it is, is simply that the men who 
wrote it could not have written it any other way. They 
wrote out of their convictions. They wrote out of their 
own deep knowledge of the realm of ideas and how those 
ideas applied to human life. That is why they could start 
out the Declaration with these immortal words: “We hold 
these truths to be self-evident, that all men are created 
equal, endowed with unalienable rights, that to protect these 
rights governments are instituted among people deriving their 
just power from the consent of the governed.” 

What has that to do with us? From it we can draw some 
very consoling and inspiring conclusions. First of all, the 
germ ideas that made this country have their origin in the 
classrooms of medieval universities. They were developed 
by the great doctors of the church of those days, Bonaventure, 
Albertus Magnus, Thomas Aquinas. Another great thing— 
we alone in this vast land of ours have been carrying on this 
intellectual tradition, because, after the War of Independence, 
England was no longer popular in this country, and when 
the young men went back to Europe for further studies so 
they could return and become instructors, those young men 
no longer went to England or to Scotland, but to Germany 
where they sat at the feet of Kant, Hegel, and other doctors 
of the new school. When they returned they gradually dis- 
placed the oldtimers and, as the old men died out, took over 
completely. The result is that in American universities for 
the past 100 years or more, except in those under Catholic 
auspices, there has not been taught one vestige of scholastic 
philosophy. 

Now we have rather the contrary; we have had a potpourri 
or melange, a mess of every impossible and insane system of 
thought that has ever been proposed. Hegel's work was de- 
signed for one purpose only, to destroy God, because Hegel’s 
whole philosophy was intended to divinize man. Kant pulled 
the rug from under all intellectual thought, all sound develop- 
ment of reality, because he took as his cardinal premise that 
we are unable ever to reach the reality that lies beneath ap- 
pearance. Out of these groups came such wild systems as 
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idealism, which in its most extreme form holds that nothing 
exists except ideas, and what you see about you is merely the 
project of your mind. From that we have pragmatism, which 
relies upon the oversimplified notion that that which works, 
works, and in the area of law we got positivism, which holds 
that the only law which exists is the law of the state. Such 
a thing as the law of nature implanted in our very being by 
the God who created us is something which, for these thinkers 
is altogether false. 

I will venture to make this statement and I am confident 
that I can make it without serious contradiction; I will venture 
to say that with the exception of perhaps one-half dozen men 
you cannot find in the philosophy departments in the univer- 
sities of this country men who could write anything approach- 
ing the Declaration of Independence today and still remain 
loyal to their own convictions. They can’t do it. What 
materialist among them could write: “We hold this to be 
self-evident that all men are created”? Not one of them. 
What materialist could add the word “equal”? Because there 
is Only one thing in which we are all equal. We are equal in 
nothing, in appearance, in height and weight, or intellectual 
attainment, or social background, or wealth. In this alone are 
we equal, that each one of us is endowed with an immortal 
spirit within us. That is what Jefferson knew, and that is 
what no materialist could ever hold. “We hold it self-evident 
that men are endowed with inalienable rights.” No positivist 
teaching in our secular law schools could subscribe in good 
conscience to that statement, for the simple reason that his 
very philosophy of positivism holds there are no such things 
as inalienable rights, since all rights come from the state and 
the state if it wishes can take those rights away. And so for 
the other details you will find in the Constitution, in the 
first 10 amendments especially because those amendments 
deal largely with those inalienable rights, give fuller expression 
and enumeration to them. 

Fortunately, there has been some little revival of interest 
in scholastic philosophy. Some years ago Robert Maynard 
Hutchins, who may be lamentable for other things, did this 
job well. He introduced scholastic philosophy alinost single- 
handed at the University of Chicago and created something 
of a sensation at the campus. The ideas he proposed to his 
students from Thomas Aquinas and Bellarmine and the other 
writers caught on like wildfire. The Daily Maroon had nothing 
in it at all for weeks and months but quotations from the 
Summa Theologica and from other great scholastic works. 
He was joined there by Mr. Mortimer Adler. A man named 
John Wild attended Chicago in those days and he went back 
to Harvard to teach something that approaches scholasticism 

A man named Vetch down at Indiana has been doing 
something in a limited way. 

The lawyers have had second thoughts. When they put 
the Nazi criminals on trial at Nuremberg, Germany, right 
after the war, they were faced with this problem: On what 
basis could they try them? Should they go upon the principle 
of ex post facto legislation, a principle repudiated in our 
own Constitution and recognized to be unsound by every 
good lawyer? If they did not, they had no way to rest their 
case. It was only then that they came to realize that while 
there was no international code that Hitler and the others 
had violated and while the laws of their own country had not 
prohibited their actions there still remained one law that 
did forbid their acts and under which those men could be 
punished, the natural law. This idea was developed first by 
Zeno and then by Aristotle and brought to the fullness of 
its perfection by the modern scholastic writers. There is 
some hope now. The law journals have carried articles about 
the natural law. We can expect, however, that it will be some 
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time before the positivists die out and scholasticism once 
more gets a hearing in our State and secular institutions. 
Now to return to Walter Lippmann. His great point was 
this: That unless America is reintroduced through its univer- 
sities to the public philosophy, the very heritage by which we 
live will be lost. Because once a people gets away from the 
essential philosophy that lies behind its fundamental docu- 
ments, then though those documents may remain in force, and 
the words may still be there on the paper, the spirit will 
no longer be in the hearts of the people. Then it is only a 
question of time until the very vital lesson, the very living 
idea would be lost completely. Why hasn't it been lost before? 
We can attribute it to two great factors, one the inherent 
good sense of Americans and the fact that these basic docu- 
ments have been taught as compulsory in our grammar and 
uur high schools for so long. Every youngster has read the 
Declaration, every youngster has read the Bill of Rights, 
and they speak so forcefully, so nobly of the things that men 
believe in that boys and girls in our schools could not help 
but be impressed. The second factor that has saved us, and 
here is the point of pride for us, is our Catholic high schools 
and universities. Year after year, in their quiet way they turn 
out men and women imbued with the philosophy that inspired 
the Declaration and the Constitution, men and women, who 
still keep alive the public philosophy in their minds and hearts. 


VITAL SPEECHES OF THE DAY 


Some of them may not understand it too well perhaps, we 
know that: some of them flunked their exams in it once in a 
while. Nevertheless they were exposed to it and are convinced 
of it. 

What is the hope for the future? Very briefly, this country 
is waking up to Catholic scholarship. This country is waking 
up in the philosophy departments, at least in some areas, to 
the possibility of introducing and teaching a scholastic philoso- 
phy. Yale had Father Courtney Murray teaching there a 
year or two ago. Pennsylvania has invited Father Paul Henri, 
who is teaching now at Iowa. Perhaps in time we will see that 
kind of thing everywhere, though there is still great prejudice. 
Philosophers have their prejudices just as well as religious 
people, and no positivist wants to see a scholastic philosopher 
teaching in the same institution with him, because he knows 
well that within a year or two he is going to have to look 
for another job. You can’t fool the kids. Just as two men down 
at the University of Chicago set the whole institution on its 
ear because they brought to the place the “public philosophy” 
for the first time, so these people know very well that as this 
philosophy is introduced into their colleges they are either 
going to have to learn it themselves and teach it or they are 
going to have to get out. There is where the prejudice chiefly 
lies. It is another cause to pray for. 


Our Free Economy: Reality or Cliche? 


TO WHAT DO WE OWE OUR ECONOMIC ACHIEVEMENTS? 


By DR. GLENN E. HOOVER, Professor of Economics, Emeritus of Mills College, and member of the Oakland 
City Council 


Delivered to the Kiwanis Club of Oakland, California, May 6, 1957 


HE AUTHOR of the famous chapter on “Snakes In 

Ireland” began it with this sentence: “There are no 

snakes in Ireland.” And there the chapter ended. As a 
man of good sense, when he had exhausted his topic, he 
stopped. If I followed his example, I would tell you that in 
our over-taxed, over-regulated, over-governed world there 
are no free economies, and would then sit down—to our 
mutual satisfaction. But now that hair shirts have gone out 
of fashion, service club members seem to think it prudent 
to do penance by politely listening to luncheon speakers. 
And so, to our free economy, which, strictly speaking, is as 
unreal as a unicorn. 

Too many people still believe that our economic system 
was designed by English colonists who settled here ta enjoy 
the freedoms which were denied them in Europe. With all 
due respect for our Founding Fathers, that notion is quite 
wrong. Most of our present ideas concerning freedom were 
developed on this continent. For instance, the Puritans came 
here, as some wit observed, “To worship God as they pleased 

ind make everybody else do the same.” In their theocratic 
government, Quakers, “Papists” and other dissenters were 
excluded, or treated as second class citizens. The Puritans 
had their considerable virtues, but religious tolerance was 
not one of them 

As to economic freedom you may recall that in both 
Massachusetts and Virginia, the Fathers first established a 
communistic system. Food was collectively grown and stored 
in a common warehouse from which it was distributed ac- 
cording to need rather than work performed. “From each 


according to his ability and to each according to his need” is 
the slogan which best describes a purely communistic system, 
and it was such a system that the Founding Fathers introduced 
here some two centuries before Karl Marx was born. They 
did so—if I may needle my ultra-conservative friends a bit— 
because in a normal family group, goods are produced and 
distributed in the communistic fashion, and they tried first 
to operate as one big family. 

Equipped with our hindsight it is easy to see why their 
system failed. But the Fathers, though they made mistakes, 
were not stupid, and they soon corrected their errors. They 
found that their system provided them with a ration of only 
a quarter of a pound of bread a day per person; the people 
complained that they were too weak to tend the crops as they 
should; that although they were deeply religious, they had 
begun to steal from each other. The Colonists seemed doomed 
to extinction. 

How the Plymouth settlers abandoned their communistic 
system and established individual initiative has been told by 
Governor Bradford, in language every American should read 
He records that the colonists “began to think how they might 
raise as much corn as they could . . . that they might not stil! 
thus languish in misery.” And so, in 1623, “after much debate 
of things” it was decided that “they should set (plant) corn, 
every man for his own particular, and in that regard trust 
to themselves . . . and so assigned to every family a parce! 
of land.” . . . “This had very good success; for it made all 
hands very industrious.” . . . At harvest time, “instead of 
famine, now God gave them plenty . . . and the effect of their 
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particular (private) planting was well seen, for al! had, one 
way or another, pretty well to bring the year about, and some 
of the abler sort and more industrious had to spare, so as 
any general want or famine hath not been amongst them to 
this day.” 

It can hardly be said of the pious Fathers that they prac- 
ticed what is now called “Godless Communism”. But they 
certainly practiced Communism, nearly perished of it, and 
learned a lesson which, apparently, each generation must 
learn for itself, as we seem incapable of learning from the 
experience of others. 


COMPLETE FREEDOM NEVER ACHIEVED 


But if our Founding Fathers soon rejected communism, 
neither they nor their descendants ever achieved complete 
economic freedom. In all the colonies there were half-free 
workers known as “indentured servants”, and until the war 
between the states, most of our Negroes were slaves. Three 
centuries prior to the New Deal, there were governmental 
controls of apprentices, prices and wages. As for sins of 
omission, no government, Colonial, State or Federal, has 
ever provided a reasonably stable monetary unit, without 
which a free economy suffers from alternate periods of in- 
flation and deflation. 

In this “land of the free”, we have never been allowed to 
buy freely in foreign markets. All governments seem to 
restrict foreign trade as naturally as a duck takes to water. 
There is some quirk in our minds which makes us believe 
such restrictions affect foreign sellers only. We forget that 
protective tariffs are designed to enable our privileged domes- 
tic producers to exact from us higher prices than would other- 
wise be possible, and that they do it only too well. Whatever 
else we may be, we are all consumers, and the freedom to 
buy at the lowest possible price is, perhaps, the most im- 
portant of all the economic freedoms. To win this freedom 
we must recognize that international trade is as much in the 
public interest as is domestic trade. 

In our own country, certain extremists of the right insist 
that because of the high rates of our income tax, social 
security program, or a few Federal adventures in the building 
of multi-purpose dams, we are crossing the divide between 
Freedom and Socialism. These alarmists, to my mind, are 
meeting with the public indifference which they deserve. 
They are simply giving to the word “Socialism” a new and 
different meaning, and this for the purpose of appealing to 
our anti-socialist prejudices which they know are deeply 
ingrained. Those who insist that we are already well on the 
way to becoming a socialist commonwealth should be sent 
back to their dictionaries. They are behind on their home 
work. 

In our calmer moods it becomes evident that what we have 
and will continue to have, is a mixed economy. In many of 
our communities we have long had what the British radicals 
contemptuously called “gas and water socialism.” We shall 
probably have more of it. The people of this area recently 
voted to create a new government to provide local transporta- 
tion, and another government may be created to provide 
rapid transit. Not long ago the citizens of Oakland voted to 
have their City acquire parking lots to be operated in direct 
competition with lots now privately owned. This, to me is 
a socialistic venture, unless words have lost their meaning, 
but our business community seemed to be for it, and few 
citizens were frightened by it. Why should they be? For some 
decades, in this area, we have all been drinking socialistic 
water, brought to us, very efficiently by the East Bay Munici- 
pal Utility District. Municipal parking lots are just another 
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example of the “down town socialism” that our business 
leaders demand. 

Despite the charge that the Roosevelt-Truman-Eisenhower 
policies of the Federal Government are “socialistic”, almost 
all of our authentic socialism is to be found at the local 
government level. The economic policies formulated in 
Washington are much more accurately described by the 
French word “dirigisme,” from the French word meaning to 
direct, guide or steer. For example, it will be agreed that 
Washington plays a leading role in determining what farm 
crops shall be grown, where they shall be sold and the price 
at which they shall be sold, and this without owning or 
operating a single farm. The traditional freedom of our 
farming has succumbed to dirigisme, not socialism 


POWER IN THE MARKET PLACE 

Free markets are the core of free economies, and markets 
are free only if traders are forbidden to exercise monopoly 
power. The use of monopoly power by the sellers of good: 
has long been forbidden by our States and our Federal gov- 
ernment. We frequently argue about the way our anti 
monopoly program is conducted, but there is general agree- 
ment that monopoly prices for goods, and more recently, 
securities, are intolerable and must be prohibited by law. 

Do the objections to monopoly prices for goods apply 
equally to monopoly prices for the services of wor!ers? On 
this question opinion is sharply divided and we are all tempted 
to sweep it under the rug, along with the other questions 
that are “too hot to handle.” However, now that several of 
our larger unions have the power to shut down entire in- 
dustries if their wage demands are not met, we may have 
to examine proposals for limiting such power. . 

Thus far, much of the argument about trade unions has 
been cloudy or self-serving, and some of it has been hypo- 
critical and intellectually dishonest. For example, is it logical 
for union leaders to argue it is impossible to fix a monopoly 
price for labor because labor is not a “commodity”? And 
what of our business leaders who profess to “believe in unions” 
but are enraged when they strike, or in any other way use 
the power for which they are organized? Can our indus 
trialists believe that it is alright for unions to have power, 
provided they seldom or never use it? How far they are 
from Lord Acton, best known for his adage: “All power 
corrupts, and absolute power corrupts absolutely.” Although 
he was always a practicing Catholic, he abhorred power so 
much that he would deny it to the leaders of his church 
What he would say about entrusting power to some of our 
most publicized union leaders must be left to the imagination 


THE ROLE OF PRESSURE GROUPS 


Political power may be as great a threat to a free economy 
as is economic power. To illustrate, the farmers have little 
economic power, because they are too numerous to organize 
effective monopolies and their interests are often divergent 
if not conflicting. For example, the cattle and poultry men 
want cheap feed for their herds and flocks, and the producers 
of such feed want high prices for it. The so-called “Farm 
Bloc” can never be more than an unstable alliance of smaller 
monopolistic groups. Were it not so, the nearly 90% of our 
people who are non-farmers would be victimized even mor¢ 
than we are by our government’s agricultural programs 

The farmers of course can, and do, remind us that in calling 
in the government to help them avoid the rigors of a free 
market economy they are only following the exampie of our 
industrialists. They insist, quite accurately, that beginning 
with the first Congress laws were enacted to “protect” our 
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industrialists from their foreign competitors. From that day 
to this American consumers have never been permitted to 
buy freely from foreign suppliers, and have thus paid higher 
prices than they would have paid in the absence of govern- 
mental interference. 

The pressure group technique has spread rapidly. The 
public treasury is now fair game for ship builders and ship 
operators, air lines, home buyers, pensioners, veterans and 
that amorphous but politically appealing group, the “little 
businessmen”. State and local governments got into the act 
by demanding Federal assistance in the building of local 
roads, airports, sewage disposal plants, and schools. Recently, 
the “underdeveloped” countries have joined the receiving 
line, asking their “fair share” of the inexhaustible supply of 
dollars which the Washington magicians are to conjure up. 

To illustrate the profound change that has taken place in 
our thinking about the proper role of the Federal Govern- 
ment, let me quote President Cleveland's message to the 
Congress, dated Feb. 16, 1887: 

“I return without my approval House Bill No. 10203, 
entitled ‘An act to enable the Commissioner of Agriculture 
ro make a special distribution of seeds in the drought-stricken 
counties of Texas, and making an appropriation of ( $10,000.) 
therefor.’ 

It is represented that a long-continued and extensive 
lrought has existed in certain portions of the State of Texas, 
resulting in a failure of crops and consequent distress and 
destitution ... 

“And yet I feel obliged to withhold my approval of the 
plan, as proposed by the bill, to indulge a benevolent and 
charitable sentiment through the appropriation of public 
funds for that purpose. 

“I can find no warrant for such an appropriation in the 
Constitution, and I do not believe that the power and duty 
of the General Government ought to be extended to the 
relief of individual suffering which is in no manner properly 
related to the public service or benefit. A prevalent tendency 
to disregard the limited mission of this power and duty 
should, I think, be steadfastly resisted, to the end that the 
lesson should be constantly enforced that though the people 
support the Government the Government should not support 
the people . . .” 

Some of you may find President Cleveland's notions a bit 
old-fashioned, but he had a combination of gumption and 
courage that is never too plentiful in political circles. Here 
was a Democratic President, standing on principles, refusing 
to use tax revenues to buy a few measly seeds for drought- 
stricken farmers in a Democratic state. That was only seventy 
years ago, a short time in the life of a nation, but time 
enough for our government's policies to be changed almost 
beyond recognition. 


OBSTACLES TO A FREE ECONOMY 

A major explanation of our failure to achieve a completely 
free economy is, that too many of us do not know what a 
free economy is, nor the steps to be taken if we are ever to 
have one. For example, our relative prosperity is too often 
explained by our “unlimited resources”, our “American Know 
How’ or the diligence of our workers. 

The notion that North America is better supplied with 
natural resources per square mile than is Western Europe is 
one of those persistent myths which economic geographers 
have not been able to destroy. Even if North America were 
more favored by nature than the other continents it would 
be something for which we should be humbly grateful rather 
than pretend that it was we who made it s0. 


VITAL SPEECHES OF THE DAY 


As to our vaunted “Know How”, the notion that our 
production techniques are unknown to Europeans is quite 
untenable. There is no “iron curtain” which prevents such 
knowledge from flowing freely across the Atlantic. As for 
the diligence of our workers, that may help explain why we 
are more prosperous than some countries, but it will not 
explain why we are more prosperous than the peoples of 
Northern Europe, the only region with which comparisons 
should be made. 

The ecoromists whom I respect believe that our relative 
prosperity is chiefly due to the fact that our economy oper- 
ates within the largest free trade area in the world. Goods 
move freely from any part of the United States to any other 
part, without tariffs, currency controls or any sort of govern- 
mental interference. This enables production to be concen- 
trated where conditions are most favorable. A free market 
of continental proportions has brought forth our mass pro- 
duction industries in which the division of labor can be 
carried farther than in any other country, and for this reason 
the per capita productivity of our workers is the highest in 
the world. 

What even a limited freedom can do for a nation’s economy 
has been clearly demonstrated here and in Canada for several 
generations, and, more recently in Western Germany. With 
such examples on both sides of the Atlantic it would seem 
that the under-developed and over-socialized countries could 
make an easy choice between free enterprise and collectivism. 
However, the uncommitted peoples will be confused as long 
as we attribute our economic achievements to our natural 
resources, our “know how” or the unusual diligence of our 
workers, instead of our free market, free enterprise system. 

Those who ignore how freedom has contributed to our 
prosperity recall the old quip that Columbus, when he sailed 
from Spain, did not know where he was going; when he got 
there he did not know where he was; and when he returned 
did not know where he had been. There were obvious 
reasons for the ignorance of Columbus, but those who misread 
our history have only themselves to blame. 


CONCLUSIONS 

It is now accepted doctrine that the “cold war” is not to 
be the prelude to a hot one, but is primarily a struggle for 
men’s minds. In view of the weapons now available to both 
sides, we must keep the struggle on that level if there is to 
be much hope of survival. What are the two ideologies now 
competing for world favor? As I see it, the choice which 
humanity is making is essentially between two economic 
systems, one based on the freedom of the individual and the 
other based on government ownership and control. 


Certain groups, perhaps best represented by the Catholic 
Church, believe the struggle is essentially a theological or 
philosophical one, with Christianity arrayed against what is 
called “Godless Communism.” However, with all due respect 
for those who hold this opinion, I believe the outcome of the 
“cold war” will be determined chiefly by the world’s opinion 
of the merits of the two economic systems involved. 

What we are witnessing may be called a Great Debate of 
world-wide proportions, and we are more likely to win it if 
we stress our economic differences rather than our theological 
ones. We are living in a scientific age, and the Western 
World abounds with agnostics, rationalists and others who 
have little interest in religious controversy. They, together 
with the non-Christian millions of Asia and Africa, will 
remain indifferent to a conflict represented to them as one 
between Christianity and Rationalism. To state the issue in 
these terms might well foredoom our efforts to failure. If 
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we are to convince the world that free enterprise is preferable 
to socialism, we must first understand these systems better 
than we now do. Repeating the old cliché that the issue is 
between a slave economy and a free economy is not enough. 
In the Western World, including our own country, there is 
still so much of government ownership and control that our 
talk of freedom has a hollow sound. 

From propaganda by word we must switch to propaganda 
by deed. For example, we must cut our agriculture free of 
the strangling controls which restrict production, deprive cur 
farmers of foreign markets and take from us as consumers 
and taxpayers, some billions of dollars each year. We must 
also undertake the gradual elimination of all governmental 
restrictions on international trade until it is as free as domestic 
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trade. Acts such as these will do more to convince others 
that we are committed to a free economy than will any 
amount of costly propaganda. 

Finally, to achieve a completely free economy we must 
give more thought to the essentials of it than is now the 
fashion. Too many of us assume that we have finished the 
job, and we go about exchanging clichés and congratulations 
with each other, instead of observing how far short we are 
of the mark. Too much of the propaganda for our way of 
life seems designed for minds that are receptive to our 
“singing commercials”. To achieve and maintain freedom in 
economics or any other field, will require more intellectual 
effort than we have thus far given it. 












The Plight of the Individual 
in « Big Business Economy 


REGIMENTATION AND CONFORMITY WILL DESTROY INDIVIDUALISM 
By HERBERT H. LEHMAN, New York City, former United States Senator 


Delivered at the City College Baruch School of Business, New York, N. Y., April 2, 1957 


HIS IS BOTH a pleasant and a meaningful occasion 

for me. 

I consider it an honor to have been asked by your 
faculty to deliver this year’s lecture. I have, of course, per- 
sonally known Bernard Baruch for many years. He is one 
of the few men to whom I can still look up as an elder. | 
am told that he regards me as a young whippersnapper. 

This university can well be proud of Mr. Baruch, your 
eminent and truly distinguished alumnus. I know that he, 
for his part, is justifiably proud of his Alma Mater, and of 
this School of Business Administration which bears his name. 

I like talking to young people. I always have. Both in 
Albany and in Washington, I always looked forward to my 
frequent appointments with visiting high school and college 
groups. These appointments were always fun. Students can 
ask the most embarrassing questions! But with young people, 
I usually enjoyed even my own embarrassment . . . when I 
didn’t know the answers. 

Of course, none of us knows all the answers. But today most 
people—adults more than young people—have even stopped 
asking questions. 

Yes, most people have stopped asking the keen and critical 
questions that usually begin with the words “what” and 
“why.” 

I hope that you, and others like you, will never forget to 
ask the hard questions, both of your elders and of yourselves, 
even though you don’t get, or can’t get, wholly satisfactory 
answers. It is vitally important to keep reminding yourselves 
and others that there are questions which remain to be 
answered . . . questions to which the answers must be sought 
until they are found, with unremitting energy and patience, 
no matter how long it takes. 

There is an ancient Arab proverb—I don’t mind referring 
to Arab proverbs—which goes something like this: 

“When thy purpose is effected, beginneth its decay.” 

The wisdom of this proverb lies in its positive meaning: 
that we need great goals and purposes to urge us constantly 
on. We need to ask ourselves new questions to drive ourselves 
forward toward the solutions. 

An impression that our major goals have already been 





achieved often marks the beginning of decay, decline, and 
fall—in the lives of nations as well as individuals. In nations, 
the onset of this condition is usually marked by a widespread 
complacency with things as they are, and a bored disinterest 
in “causes.” 

I am afraid our country is in critical danger of succumbing 
to this condition, if it has not already done so. It is even said 
that this condition has begun to infect our colleges. 

If this were true, it would be tragic. But I cannot believe 
that it is. 

As I am sure you are frequently told, you are the trustees 
of tomorrow. And tomorrow is not very far away. I do not 
know what judgment will finally be passed on today’s leaders 
of action, enterprise, and ideology in our country and in the 
world .. . but I doubt whether that judgment will consist 
wholly of praise. 

I do not think the current trustees—and I am referring to 
the leadership in every field, in every land—have done very 
well with our country or our world. But I am an incurable 
optimist. I think we can and will yet solve our problems, at 
home and abroad, if we will only recognize that they exist, 
and set out, with total energy, dedication and resources, to 
resolve them. 

I am going to talk to you today about just one of these 
problems, but one which I believe particularly concerns you 
young men and women about to begin your careers beyond 
the limits of the college campus. 

This problem concerns the growing concentrations in our 
national economy, the development of Big Business into Giant 
Business, and the significance of this development for the 
individuals involved in business. 

I want especially to discuss the significance of this develop- 
ment for the individuals who are in the ranks, or who are yet 
to join the ranks of Big Business itselfi—the individuals who 
work for, with and through Big Business and Giant Business. 

Of course the growth of vast business concentrations has 
many aspects—economic, sociological, political, cultural, and 
even international. Each of these aspects is critically important 
and extremely complex. This whole subject, in all of its 
aspects, calls for our immediate attention and urgent concern 
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We are travelling a road from which, after a while, there 
may be no turning off or turning back—the road toward 
bigger and bigger business, toward greater and greater con- 
centration of economic power in fewer and fewer hands. 

Recently, Fortune magazine published a study of the 50 
largest firms in each of the major fields of the American 
economy, with figures for their 1955 sales, assets, and net 
profits 

Ir is, of course, an old story that in steel, in automobiles, 
and in oil production, for instance, a few giant firms are 
learly dominant 

Ir is less generally understood, however, that economic 


almost every sector of our 


concentration 1S growing in 


economy. Today, almost every line of business is dominated 


by the giants 

The 50 largest insurance companies have 90 per cent of 
ill che assets of all insurance companies in the country. 

The 50 largest manufacturing companies made 27 per cent 
of the sales made by all manufacturing companies—and there 
are 325,000 manufacturing companies in the United States. 

The 50 largest corporations in all fields, together, made 
sales of 86 billion dollars, or about 28 per cent of the total 
gross national product of the United States. 

One company, General Motors, made a net profit, in 1955, 
of over one billion dollars, on assets of six billion dollars, 
with sales amounting to about 12 and a half billion dollars. 

Just think of that—one company had a sales turnover 
equivalent to three per cent of the gross national product of 
the United States! 

No wonder that thoughtful men in the business world 
ire raising the question: “How big is too big?”! A recent 
issue Of the monthly publication of the American Institute 
of Management raised this question editorially and concluded 
that when one firm attains a sales volume that equals more 
than one per cent of the gross national product, that firm 
is just too big for the health of the national economy. 

I, myself, do not have the answer to the question of “How 
big is too big?” But I know it is a crucial question. Today, 
our entire economy is coming to consist of a few giants and 
swarms of ants, the ants consisting of small businesses. There 
ire 4,250,000 separate businesses in America, of which 
perhaps a thousand are truly big business firms. According 
© a survey made by the United Press, there are 78 firms in 
the United States with assets of more than a billion dollars 
each. These I call the giants. 

It is a fact that big businesses, on the average, are earning 
more and more profits every year, while on the average, the 
small businesses are earning less. 

Indeed, the time has come to take a new look at the whole 
question of competition, and at what constitutes unfair 
ompetition and discrimination in business. There is a new 
dimension in our economy now, the dimension of giantism. 
If we want to retain an economic system based on competition, 
new rules must be written—and very soon—to protect the 
ants against the giants, and the consuming public against both. 

We had better take a good long look at the loopholes in 
our anti-trust laws. 

Something had better be done promptly about the mergers. 

Che Federal Trade Commission reports that there were 
905 mergers in 1956, 846 mergers in '55, and 617 mergers 
n ‘54. The number has been going up steadily. Moreover, 
many of the mergers have been spectacular ones, the merging 
of two already large corporations to make one giant—and to 
eliminate one further source of competition. 

[ have been especially imterested—and concerned—over 
bank mergers. Once | was a banker myself. 


VITAL SPEECHES OF THE DAY 


During 1955, 225 banks, with total assets of $9,616,000,000 
were merged, consolidated, or acquired by other banks. During 
the six-year period from 1950 to 1956, 830 banks, with assets 
of 18 billion six hundred million dollars, were merged, 
consolidated, or acquired. 

Moreover, these mergers took place, for the most part, in 
the key industrial areas of the country; these mergers were 
part of the process whereby big banks grew even larger, and 
smaller banks were swallowed up. 

Today, there are about 14,000 commercial banks in America. 
Twenty-four of these are giants, with a billion dollars or 
more of assets each. In California there is, of course, the 
fabulous Bank of America, with resources of over nine billion 
dollars. Here in New York City, we have two giants, Chase- 
Manhattan and First National City, each with resources of 
over seven billion; ranking below them in size, New York 
has four 3-billion dollar banks, and two 2-billion dollar 
banks. Together, these eight banks have perhaps 75 or 85 
per cent of all the deposits in New York City. 

It is strange that these huge banks should be trying to 
expand, through merger and consolidation, when as a matter 
of fact—and I say this on the basis of my experience as a 
banker—a 500 million dollar bank, and certainly a billion 
dollar bank, can do everything in the public interest which a 
four, seven or ten billion dollar bank can do. In other words 
there is no economic justification for the expansion. 

Within the last six years alone 137 banks in New York 
State have been merged, consolidated or acquired by other 
banks. The resources of the banks which have thus disappeared 
were ten billion dollars, almost one-sixth of the total resources 
of ail the banks in all of New York Strate. 

The story is the same in California, in Oregon, in Wash- 
ington, in Pennsylvania, in Rhode Island, and in numerous 
other States. 

California, for instance, had long been the scene of bank 
mergers and consolidations. By 1950, California had only 149 
banks (compared to over 600 in Kansas). But between 1950 
and the end of 1955, 86 of these 149 California banks were 
merged, consolidated or otherwise taken over . . . a reduction 
of over sixty per cent in the number of banking institutions 
in this huge-and growing State. 

The story is the same in many other parts of the country 

The end result is not only a decreased number of banks 
and less competition, but a more highly centralized control 
of the nation’s financial system, with mounting danger to the 
entire national economy if a relatively few individuals should 
decide, for whatever reason, to misuse their control over the 
lifeblood of our economy. 

For quite a few years now, the independent bankers of 
America, traditional enemies of so-called interference by 
government in the affairs of business, have been clamoring 
for government intervention and regulation of bank mergers 
and consolidations. 

Last June, the immediate past president of the Independent 
Bankers Association of America, Mr. Ben H. Ryan, testified 
before a Senate Banking Subcommittee, of which I was then 
a member, in the following words: “Business cannot regulate 
itself in a competitive economy. The Government must legis- 
late fair rules of the game. As much as possible, Congress 
should view the future as best it can, providing legislation 
that locks the barn before the barn is empty. We are in the 
midst of a splurge of mergers. Some look upon it as an omen 
of impending disaster. I hope it isn’t, but for fear that it 
might be, we should tighten up legislation in such a way as 
to stop these mergers and consolidations when they tend 
to reduce competition.” 

The development of bigness, and of monopoly control, in 
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banking has been parallel to that in many other- lines of 
economic endeavor. In almost every field, big business has 
gotten bigger, and giants have grown to dominate the field 
and to dwarf all others. 

The giants and the big business firms not only dominate 
our economy to an increasing extent; they are, in fact, begin- 
ning seriously to affect our culture, our education, and the 
intellectual climate of our times. Certainly they have the 
greatest access to what are called the mass media .. . tele- 
vision, radio, and the press. 

Their actual and potential effect on the political life of 
our times is, in itself, a vital question which requires sober 
study, thought and consideration of possible countervailing 
measures. 

The whole range of the possible effects of economic con- 
centration—the economic, the social and the political effects— 
needs to be carefully analyzed and publicly discussed. The 
people of this country need to be alerted to the actual and 
potential dangers of giantism and monopoly. There must be 
a call to action, on this front as on so many others. 

Actually, this is not a new problem except in its propor- 
tions, and in its urgency. 

As far back as 1938, President Franklin D. Roosevelt, in 
a message to Congress, said: 

“Private enterprise is ceasing to be free enterprise and is 

becoming a cluster of private collectivisms; masking itself 

as a system of free enterprise after the American model, 
it is in fact becoming a concealed cartel system after the 

European model.” 

But today, I want to concentrate on just one aspect of this 
situation, a somewhat subtle aspect, but not the less important 
or deadly on that account. 

I refer to that strange and growing impact of Giant Business 
on the pattern of the lives of those who work in business 
and for business. 

Of course, the growth of big business makes life harder 
for those engaged in little business. But that is not my central 
thesis today. 

The danger I want to emphasize today arises from the 
fact that Big Business has become the major employer in 
the United States. Big Business, itself, has been building up 
a series of collectivist bureaucracies which, in my judgment, 
are far more dangerous for the future of our country than 
the government bureaucracies against which the spokesmen 
for Big Business have complained for so many years. 

In referring to corporate bureaucracies, I am not thinking 
of the production workers, processors, handlers and haulers 
of the commodities produced by Big Business. Most of these 
workers, organized into labor unions, constitute a separate 
problem, or a separate phase of the whole problem. These 
workers feel the impact of the corporate ideology, but do 
not constitute a part of what I have called the corporate 
bureaucracy. 

In today’s discussion, my main concern is for those em- 
ployees involved in the administrative, technical, technological, 
professional and managerial functions of big enterprise. These 
are the bureaucracy; and it is a growing bureaucracy. 

A new professional class is developing in America, along- 
side the educators, doctors, lawyers, engineers and scientists. 
They are the sales engineers, the industrial relations experts, 
the public relations counsellors, the program planners, and 
the communications advisors . . . to name but a few of the 
new categories. 

These are the bright young men and women who occupy 
the desks in the great corporate headquarters buildings. They 
spend their days in conferences, and their nights in writing 
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memos and reports, or in reading those that others have 
written. 

They are staff people, some of whom hope, of course, to be 
graduated to command posts. 

These are the individuals who receive the main impact 
of the corporate ideology, and transmit and reflect it. They 
represent the new soul and spirit of Big Business. 

They are increasingly today among the brightest and ablest 
of our college-trained output. Nowadays, as all of you know, 
the big business enterprises actively recruit the brightest 
graduates, and do, in fact, get a major share of them. 

Recent surveys have shown, moreover, that most of the 
graduating seniors today want to work for the big corpora 
tions. A smaller number are willing to work for small com 
panies. Only a very small percentage of college graduates 
seem to want to start their own businesses, or to hang up 
their own shingles, or to start up their own practices, in the 
case of the professions. 

The big corporations offer good pay, security, and good 
prospects for advancement. But what is more—and this is 
not clearly understood—they offer a way of life. 

In return for the relatively good pay, job security and job 
opportunity which the big corporations afford, the employee 
is expected to give not only his talents and devotion, but 
also his conformity. 

A typical training pamphlet of the General Electric Cor 
poration, which came to my attention recently, advised all 
professional employees, as part of their basic code of conduct, 
to avoid taking an interest in “controversial” questions 

And there is some evidence that many college students 
who aspire to work for these corporations are taking this 
advice in advance. Some members of some faculties in some 
colleges and universities have suggested this attitude as the 
correct one for those who want to “get on” in the great 
bureaucracies which have grown up in the corporate world 

In these new bureaucracies, there have developed the same 
faults and failings which usually characterize collectivist 
bureaucracies—the modeling of thought as well as action 
on the attitude of the “boss,” the pressure for conformity, 
the red tape, the centralization of authority, and the reluctance 
to go out on a limb or take a chance. 

The engineers, the scientists and technologists, the lawyers, 
the statisticians, the public relations experts, the advertising 
experts, the merchandisers all those working for Big 
Business and making up the corporate bureaucracies, are 
being pressed into a single mold. The individual is supposed 
to disappear, becoming instead a unit on a “team” and a 
cog in a wheel. The individual is induced to fuse his identity 
into that of the corporation. He becomes what William H 
Whyte has called “The Organization Man.” 

I am worried about this. I am concerned that today Big 
Business is doing just what it used to accuse the New Deal 
of doing—it is trying to destroy individualism in favor of 
regimentation and conformity. 

Of course, I do not believe that Big Business, or any other 
force, will actually succeed in stamping out all individualism 
in the younger generation. Not even the Communists have 
succeeded in doing that in the Communist countries. 

The fact is, however, that we should be encouraging 
individualism and individual enterprise. We are not. Today 
the leaders of big business, and of government, are paying 
only lip service to these values. Actual encouragement is 
being given to orthodoxy and to the false litanies of slogan 
izing and merchandising. All official support is being given 
the new philosophy of action identified with Madison Avenue, 
with the emphasis on form and approach, rather than on 
content and substance. 
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Against this background, there is little incentive for young 
men and women to go to work for small business, or to start 
up new businesses. 

Today, according to a report of the Bureau of Labor 
Statistics, less than 10 per cent of the research engineers and 
scientists employed by commercial and non-profit organiza- 
tions work for small businesses. Over 90 per cent work for 
big businesses. 

Of course, the Government—particularly the Defense 
Department and the Atomic Energy Commission—are sup- 
porting most of the outside research and development work 
that is being done today. Of seven billion dollars being spent 
annually for research and development in the United States, 
four billion is being contributed in one form or another by 
the Government. 

These four billion dollars, moreover, are being expended 
almost entirely through the big corporations of America. 
According to a report of the Defense Department, 95 per cent 
of the Federal fund< being spent through commercial com- 
panies to promote scientific research and development is 
being paid out to corporations having more than 500 em- 
ployees—in other words, to big business. 

Thus, the Government, through its research and develop- 
ment program, is helping to attract the engineers, scientists, 
and technologists to the ranks of Big Business, and thus to 
promote economic concentration—making big business bigger. 

This, in turn, helps to build up the corporate bureaucracies 
I have been talking about; it helps to make a career as a 
member of one of these bureaucracies attractive to young 
professional graduates. 

More and more individuals are becoming part of these 
collectivist conglomerations. More and more individuals are 
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feeling the pressures—and the inducements—to conform 
their lives and their thinking to the patterns laid down by 
these corporate organizations. 

I can hardly tell you how deeply this problem concerns me. 
I consider its manifestations to be at least partly responsible 
for the feeling of complacency and of aimlessness to be found 
in the general public—in a world which lies momentarily 
exposed to atomic destruction and in a country in which 
every day there arise new problems of ever-greater complexity. 

I am in the twilight of my active public life. But I am not 
complacent. I see the dangers and the problems. I wish more 
of my countrymen did, with me. 

I think the problems posed by Big Business, by the Eco- 
nomic Giants in our country, and by the growing concen- 
tration of economic power in a few hands, must be frankly 
confronted and resolved. 

I, myself, do not pretend to know many of the answers. 
I know you can’t turn back the clock or unscramble the egg. 
I am not positive how big is too big. I believe that some 
government controls over bigness are necessary. But I am 
not sure what new controls we need. We need some. And 
perhaps we need to enforce some of the anti-trust laws we 
already have. 

I am convinced that beyond a certain point, continued 
growth in the size of a business does not necessarily result 
in benefits for the consumer. Because of the many daugers 
which economic giantism presents to the general welfare, I 
believe that the continued expansion of giant firms must, 
in every case, be carefully studied and judged from the view- 
point of the general welfare. 

One of my chief worries as far as big business is con- 
cerned is the lack of democratic controls, or of any controls. 
The huge corporations, with their tremendous power over 
so many phases of our national and individual lives, are 
responsible only to the balance sheet and to the profit and 
loss statement. This is the only responsibility which man- 
agement has even to the stockholders, who are the theoretical 
owners of the corporations in question. 

Of course, in these huge corporations there is no real 
relationship between management and ownership. In most 
cases management is self-perpetuating and has no real con- 
stituency at all. 

Perhaps one of the answers to this situation lies in requiring 
the management of publicly-held corporations to show some 
measure of democratic responsibility both to the stockholders, 
and to the general public. 

My real point is that we need some new and original 
thinking on this subject. 

And while the thinkers are at it, let them study the par- 
ticular aspect of the problem I have outlined today—the 
problem of corporate bureaucracy, and what it does to those 
who become a part of it. And what that does to the pattern 
of national thought and life. 

I am sure that there are answers to these problems, just 
as I am sure that all our public problems can be resolved. As 
I remarked earlier, 1 am an incurable optimist. 

I believe in the strength and resources of freedom. I believe 
that with the good use of freedom, all obstacles can eventually 
be overcome. 

During a long life I have sometimes seen my worst fears 
realized. But I have seen my high hopes for the American 
people always fulfilled in the end. 

I believe in the American people, in their courage and 
their resourcefulness. 

I believe in you, the young men and women of America. 

I have faith that my faith in you, in America, and in 
freedom, will be justified. 





